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THURSDAY,  JULY  13,  1995 

U.S.  Senate, 
Committee  on  Environment  and  Public  Works, 
Subcommittee  on  Transportation  and  Infrastructure, 

Washington,  DC. 

GSA  OVERSIGHT  OF  FEDERAL  BUILDINGS 

The  subcommittee  met,  pursuant  to  notice,  at  2:07  p.m.  in  room 
406,  Senate  Dirksen  Building,  Hon.  John  W.  Warner  (chairman  of 
the  subcommittee)  presiding. 

Present:  Senators  Warner,  Baucus,  Reid,  and  Graham. 

OPENING  STATEMENT  OF  HON.  JOHN  W.  WARNER, 
U.S.  SENATOR  FROM  THE  COMMONWEALTH  OF  VIRGINIA 

Senator  WARNER.  The  subcommittee  will  come  to  order. 

I'd  like  to  welcome  our  witnesses  today,  the  distinguished  Admin- 
istrator of  the  General  Services  Administration,  Roger  W.  Johnson, 
and  J.  William  Gadsby  of  the  General  Accounting  Office,  and  Judge 
Broomfield  and  Judge  Rosenbaum,  Judicial  Conference  Committee 
on  Security. 

I  started  my  legal  career  as  a  law  clerk  to  a  Federal  circuit 
judge,  followed  by  5  years  in  the  U.S.  Attorney's  Office  appearing 
as  a  trial  lawyer  before  a  judge.  And  I  still  stand  in  awe  before 
judges.  So  you'll  have  to  forgive  me  today  if  I  have  to'  say  a  few 
words. 

We're  going  to  have  to  deal  with  this  budget  resolution,  I  say  to 
the  witnesses  and  others.  I've  asked  for  it  to  be  brought  up  here 
so  that  I  can  read  from  it.  But  we  have  a  specific  direction,  requir- 
ing a  30  percent  reduction  in  budgeting  authority  for  Federal  build- 
ing construction.  In  this  austere  budget  environment,  therefore, 
we've  got  to  work  with  you  in  seeing  how  we  can  effect  these  cost 
savings.  And  that's  going  to  require  hard  work. 

The  House,  for  reasons  which  are  not  altogether  clear  to  me,  de- 
cided not  to  include  any  courthouse  projects.  That's  my  understand- 
ing. At  this  time,  speaking  for  myself  as  chairman,  I'm  of  an  open 
mind.  I  think  we  should  go  ahead  with  our  program.  I  think  my 
distinguished  colleague,  the  ranking  member,  is  of  the  same  view. 
But  we're  going  to,  again,  have  to  work  out  some  efficiencies  to 
achieve  our  30  percent  mark. 

Thirty-one  construction  prospectuses  and  non-prospectus  level 
items  are  before  this  committee  right  now,  18  projects  are  court- 
houses. It's  my  intention  the  subcommittee  should  continue  to 
make  our  capital  assets  work  better  in  the  area  of  the  General 
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Services  Administration  and  move  forward  within  the  context  of 
the  budget  on  a  project-by-project  basis.  This  includes  the  area  of 
construction  prospectuses  for  the  courthouses. 

It  should  be  noted,  however,  that  this  committee  often  shares  the 
frustration  with  the  General  Services  Administration  over  the  in- 
ability or  the  unwillingness  of  the  Administrative  Office  of  the 
Courts  to  prioritize  space  requirements.  Coordinated  prioritization 
by  both  GSA  and  the  Administrative  Office  of  the  Courts  would  en- 
able this  committee  to  move  forward  in  a  more  efficient  manner. 

Now,  I  have  indicated  to  both  Chairman  Chafee  and  my  col- 
leagues in  the  Senate  on  this  committee,  I  continue  to  believe  that 
this  committee  should  prioritize  each  project  based  on  certain 
broad  principles.  I  suggest  the  following  principles. 

First,  the  projects  necessary  to  ensure  the  life,  safety  and  health 
of  the  tenants.  Second,  achieve  a  high  priority  ranking  based  on 
the  urgency  of  need  and  priority  of  return  on  investment  criteria. 
Third,  have  fully  utilized  opportunities  for  cost  savings  through 
work  with  the  Office  of  Management  and  Budget  and  other  agen- 
cies to  identify  no  cost  and  low  cost  sites. 

Next,  comport  with  benchmarks  established  during  the  time-out- 
and-review  process.  Last,  are  necessary  to  avoid  expenses  of  short- 
term  holdover  situations,  due  to  lease  expirations. 

During  these  tight  budgetary  times,  Congress  must  continue  to 
ensure  that  taxpayer  dollars  are  being  spent  in  the  most  cost-effec- 
tive way  possible.  I  hope  that  we  can  work  together  to  achieve  that 
result,  and  meet  the  budgetary  goals  established. 

Senator  Warner.  Senator  Baucus. 

OPENING  STATEMENT  OF  HON.  MAX  BAUCUS, 
U.S.  SENATOR  FROM  THE  STATE  OF  MONTANA 

Senator  Baucus.  Thank  you,  Mr.  Chairman. 

First,  I  want  to  thank  you  for  holding  this  hearing.  Courthouse 
construction  is  an  issue  that  a  lot  of  Americans  are  thinking  a  little 
bit  more  about.  I  appreciate  your  taking  this  time. 

I'd  like  to  focus  first  on  three  topics.  First,  what  are  our  priorities 
with  regard  to  Federal  building  projects?  I  think  it's  very  important 
that  we  set  priorities  and  determine  what  those  priorities  are.  Not 
every  Federal  building,  not  every  courthouse,  is  of  equal  priority. 

Second,  how  can  we  control  spending  on  Federal  buildings 
projects,  particularly  courthouses.  Third,  how  do  we  reform  the  au- 
thorization process  so  as  to  ensure  a  more  sound,  consistent  ap- 
proach to  all  Federal  building  construction  projects. 

All  of  us  in  Congress  are  working  toward  balancing  the  Federal 
budget.  It's  good  that  we  are.  But  to  do  it,  we  have  to  decide  prior- 
ities. Not  every  Federal  spending  program  is  equal.  We  have  to  de- 
cide among  priorities,  like  Medicare,  education,  tax  relief,  defense, 
agriculture.  Often  these  decisions  are  very  difficult. 

That  is  why  this  hearing  is  so  timely.  Spending  on  Federal  build- 
ings is  one  area  where  I  think  we  can  make  some  choices  that 
ought  to  be  fairly  easy.  We  can  save  some  money  here  without  sac- 
rificing service  to  Americans.  I  think  we  can  stop  some  spending 
which  has  been  wasteful.  As  the  advertisement  slogan  says,  "let's 
do  it." 


The  reality,  of  course,  is  that  the  future  offers  far  less  money  for 
new  Federal  buildings  and  courthouses.  The  budget  resolution  calls 
for  a  30-percent  reduction  in  funding  for  the  construction  of  Fed- 
eral buildings  over  the  next  7  years.  That's  a  real  cut,  30  percent. 
And  the  House  Appropriations  Committee  already  has  cut  GSA's 
construction  budget  for  the  next  year  by  60  percent.  So  in  order  to 
spend  wisely  what  little  money  will  be  available,  we  even  more 
have  to  set  priorities. 

Each  year,  GSA  submits  a  budget  request  to  Congress  that  pro- 
poses the  projects  to  be  funded.  That's  all  well  and  good.  But  unfor- 
tunately, it  is  simply  a  list  of  buildings.  I  believe  that  Congress 
needs  more  information  to  know  whether  these  are  the  most  impor- 
tant projects  based  on  need,  and  whether  they  are  economical  and 
whether  they  are  responsibly  managed. 

GSA  is  not  solely  to  blame  for  the  problems  afflicting  the  prob- 
lem. In  fact,  under  Roger  Johnson,  the  GSA  has  been  working  to 
eliminate  waste  and  reduce  the  cost  of  buildings  projects.  I  com- 
mend him  for  it;  I  think  he's  done  a  very  good  job.  However,  GSA 
is  often  forced  to  adopt  pet  projects  on  behalf  of  individual  Mem- 
bers of  Congress. 

That's  a  problem.  Some  of  us  on  this  committee  have  tried  to  re- 
duce that  problem,  but  in  too  many  cases,  we've  not  been  suffi- 
ciently effective.  There  are  other  forces  here  that  unfortunately 
prevail. 

Senator  Warner.  We're  not  going  to  give  up,  though,  are  we? 

Senator  Baucus.  We're  not  going  to  give  up,  Mr.  Chairman. 

In  addition,  GSA  is  often  forced  to  adopt  pet  projects  on  behalf 
of  the  desires  of  some  judges.  That,  too,  has  been  a  problem.  Rath- 
er, I  believe  that  the  GSA  recommendation  should  base  its  deci- 
sions on  what's  best  for  the  taxpayer  and  subject  to  less  outside  in- 
fluence. 

Obviously,  that  outside  influence  has  to  stop.  Montanans  and  ev- 
eryone else  in  our  country  want  Government  to  cut  waste.  And 
what  is  at  the  top  of  all  opinion  polls — to  cut  waste,  cut  inefficient 
spending.  When  we're  trying  to  get  the  Federal  budget  deficit  down 
to  zero,  Americans  are  tired  of  hearing  about  waste.  They  want  to 
do  something  positive  about  it.  I  believe  this  is  an  area  where  we 
can  make  some  common  sense  changes. 

I'd  like  to  focus  just  briefly  on  courthouse  projects.  Our  Nation 
has  a  growing  population.  We  have  a  serious  crime  problem  and 
aging  courthouses,  so  new  courtrooms  are  necessary.  The  problem 
is  that  some  courthouse  projects  were  not  high  priorities.  Others 
too  expensive,  and  a  few  are  practically  palaces.  Extravagant  fur- 
nishings like  mahogany  paneling,  brass  door  knobs,  marble  tiles, 
pure  wool  carpeting  and  more;  we  do  not  need  to  spend  money,  I 
believe,  on  these  kinds  of  things. 

In  my  State  of  Montana,  our  judges  have  good  courthouses.  But 
we  don't  have  extravagant  ones.  Aiid  our  judges  do  not  have  any 
trouble  dispensing  fair  justice  to  Montana  citizens.  Let  me  stress 
that  I'm  not  saying  Federal  buildings  and  courthouses  should  be 
ugly  or  dull.  I  think  we  can  preserve  the  dignity  of  the  courts  while 
using  a  little  more  common  sense  and  giving  the  taxpayers  a  break. 

So  we  know  the  problem.  We  are  approving  too  many  projects  we, 
don't   need.   We   are   spending  too   much   money   on   even -^those 


projects  that  we  do  need.  As  I  said,  all  three  branches  of  govern- 
ment have  contributed  to  this  problem.  Judges,  bureaucrats,  Mem- 
bers of  Congress,  all  three.  The  important  thing  is  that  we  now 
work  together  to  solve  it. 

I  have  introduced  a  bill  that  will  take  steps,  I  believe,  to  do  this. 
My  bill,  the  Public  Buildings  Reform  Act  of  1995  is  really  tempting 
just  a  little  common  sense.  It  will  help  us  prioritize  our  needs,  re- 
quire GSA  to  submit  additional  information  to  Congress,  so  we  can 
make  wiser  decisions,  and  it  will  save  money  by  gaining  control 
over  the  design  of  courthouses. 

I  hope  that  GSA  and  the  Administrative  Office  of  the  Courts  will 
work  with  me  and  other  members  of  the  committee  to  reform  the 
way  we  approve  Federal  buildings  projects.  Mr.  Chairman,  the 
American  public  has  very  little  confidence  that  Congress  spends 
their  tax  dollars  wisely.  We  cannot  afford  opulent,  wasteful  public 
buildings  and  courthouses.  The  time  to  stop  buying  them  is  now. 

Senator  Warner.  Thank  you.  Senator  Baucus. 

Senator  Graham. 

OPENING  STATEMENT  OF  HON.  BOB  GRAHAM, 
U.S.  SENATOR  FROM  THE  STATE  OF  FLORffiA 

Senator  Graham.  Thank  you,  Mr.  Chairman. 

I  would  like  to  express  a  couple  of  ideas.  First,  I  come  at  this 
from  an  admittedly  parochial  perspective  in  the  sense  that  I  rep- 
resent a  State  which  is  growing  very  rapidly,  and  therefore  is,  I 
think,  in  the  most  legitimate  way,  that  is  by  demographic  in- 
creases, in  need  of  additional  services  in  virtually  every  area  from 
schools  to  courthouses. 

So  I  appreciate  the  fact  that  this  committee  is  not  adopting  what 
is  happening  in  some  other  areas,  which  is  a  flat  statement  of  no 
new  facilities,  regardless  of  circumstances,  but  rather  one  attempt- 
ing to  develop  some  criteria  by  which  new  facilities  or  renovation 
of  existing  facilities  will  be  determined. 

The  second  is  that  frankly  this  is  not  rocket  science  that  we  are 
engaged  in.  For  a  number  of  years,  I  worked  very  actively  in  what 
I  think  is  a  quite  analogous  field,  and  that  is,  attempting  to  allo- 
cate funds  for  university  construction.  When  you  have  a  State  with 
multiple  universities,  each  of  which  has  its  own  community  and 
legislative  support  group,  each  of  which  wants  to  make  its  case,  it 
needs  to  have  a  new  laboratory  or  a  new  field  house  or  whatever 
is  their  priority,  it  can  be  very  much  like  Members  of  Congress  ad- 
vocating for  new  courthouses  for  their  districts. 

What  many  States  have  done  is  to  develop  a  set  of  physical 
standards  which  relate  to  things  like  student  enrollment  in  various 
areas,  first  foot  standards  of  construction  funding,  other  objective 
factors  which  can  be  used  to  evaluate  whether  university  A  or  col- 
lege B  in  fact  can  justify  their  request. 

I  look  forward  during  the  course  of  the  hearing  today  and  subse- 
quently in  this  matter  to  determine  how  close  we  are  to  having 
those  kind  of  objective  standards,  and  then  how  those  standards 
are  used  to  make  judgments  as  to  whether,  either  through  the  ex- 
ecutive agency  and  the  General  Services  Administration  or  through 
the  Congress,  how  faithful  we've  been  to  those  standards  in  terms 


of  the  individual  projects  that  have  been  recommended  and  eventu- 
ally authorized. 

Mr.  Chairman,  I  am  pleased  that  you're  having  this  hearing.  I 
think  it's  the  right  approach.  I  commend  my  colleague,  Senator 
Baucus,  for  having  introduced  this  legislation  to  give  us  a  solid 
point  from  which  to  begin  serious  consideration. 

Senator  Warner.  We  thank  you.  Senator.  You  do  bring  to  the 
Senate  a  wealth  of  experience  from  your  earlier  public  service  in 
the  Governor's  office.  Likewise,  Senator  Reid,  you  bring  much  to 
the  Senate. 

OPENING  STATEMENT  OF  HON.  HARRY  REID, 
U.S.  SENATOR  FROM  THE  STATE  OF  NEVADA 

Senator  Reid.  Thank  you,  Mr.  Chairman. 

I  would  only  amplify  what  my  colleague  from  Florida  said.  Our 
State  is  growing  more  rapidly  even  than  Florida.  We  have  the  busi- 
est judicial  district  in  the  United  States.  And  we're  short  of  judges. 
In  the  Las  Vegas  area  we  have  a  tremendous  shortage  for  space 
for  the  judges  and  the  queues  that  come  before  those  judges. 

Mr.  Chairman,  I  hope  that  this  Congress  will  realize  that  our 
courthouses  are  part  of  the  architecture  of  this  country  of  which  we 
should  be  very  proud.  We  have  a  little  tiny  courthouse  in  Nevada, 
the  original  courthouse  built  there  in  southern  Nevada,  in  Las 
Vegas,  that  was  the  courthouse  and  post  office,  it  was  built  during 
the  1930's.  It  is  an  architectural  marvel.  It  is  a  beautiful  little 
building. 

We  just  completed  a  courthouse  in  Reno  that  is  also 
architecturally  very  significant,  and  has  added  a  lot  to  the  Reno 
area.  I  hope  that  in  the  years  to  come  we  don't  see  how  cheaply 
we  can  build  courthouses.  I  would  rather  we  build  fewer  court- 
houses and  still  maintained  the  tradition  of  doing  a  good  job,  mak- 
ing them  look  good  and  last  for  a  long  time.  I  hope  we  don't  develop 
the  Soviet  mentality.  They  put  up  a  lot  of  buildings.  But  they  just 
weren't  very  good. 

And  I  have,  I'm  anxious  to  hear  from  the  Administrative  Office 
of  the  Courts  as  to  what  they  think  of  Senator  Baucus'  bill.  I  have 
no  problem,  as  I've  read  the  bill  and  my  staff  has  gone  over  the 
bill,  I  think  perhaps  it  will  work  fine.  But  I  would  just  hope  that 
in  all  the  overview  and  oversight  that  we're  now  requesting,  I  re- 
peat, will  continue  to  build  nice,  pleasant  courthouses. 

Senator  Warner.  Thank  you.  Senator.  And  I  would  only  add,  I 
share  your  thought  that  they  are  part  of  America's  architecture.  It 
is  the  third  branch  of  Government,  the  Federal  Judiciary. 

And  I  think  we've  also  got  to  be  conscious  of  the  fact  that  in  this 
changing  world,  regrettably,  there  are  far  greater  security  require- 
ments in  the  judicial  system  today,  not  only  for  the  protection  of 
judges,  jurors,  and  those  that  work,  but  indeed,  those  who  attend 
the  trials  themselves.  And  that's  an  added  expenditure. 

I  know  here  in  the  Federal  courthouse  in  Washington,  DC,  where 
I  served  as  law  clerk,  my  former  boss,  who  was  U.S.  Attorney,  is 
now  a  Federal  judge,  having  taken  retirement,  but  he's  still  very 
active.  And  he  is  my  boss,  and  he  came  to  see  me  the  other  day 
about  the  situation  in  the  old  courthouse  where  we  worked  to- 
gether for  so  many  years. 


And  he's  absolutely  right.  We're  asking  persons  that  work  within 
the  judicial  system,  from  the  judges  on  down,  to  take  personal  risks 
which  are  reaching  a  degree  of  unacceptability.  And  the  people  who 
attend  those  hearings.  So  we've  got  to  address  that. 

Well,  we're  anxious  to  hear  from  you,  Mr.  Johnson.  We  are  all 
very  admiring  of  the  work  you've  done.  You  have  a  statement 
which  has  been  submitted  to  the  committee.  We've  gone  through 
that.  And  we'll  put  it  in  the  record,  and  you  may  proceed  however 
you  wish.  Hopefully  we  can  hit  the  highlights. 

Senator  Baucus.  Mr.  Chairman,  if  I  might  say  for  the  record  how 
appreciative  I  am  of  Mr.  Johnson's  service.  Here  is  a  person  who  s 
been  very  successful  in  the  private  sector,  but  came  to  serve  his 
country  in  public  service.  ,       i    .,      •  ui.    t^.. 

He  came  here  to  do  a  good  job  and  just  to  do  what  s  right.  It  s 
not  often  I  run  across  somebody  who  very  much  fits  that  mold,  not 
only  so  successful  in  the  private  sector,  but  comes  here  really  to  do 
the  right  job  for  America.  He  very  much  is  that  kind  of  person. 

Senator  Reid.  Senator  Warner,  I  bet  you  ^yould  agree  we  need 
more  Republicans  in  the  Administration  like  him? 

[Laughter.]  ,  ^        ..       .        • 

Senator  Warner.  Well,  I  do  recall  in  his  confirmation  hearing 
where  that  technical  fact  was  brought  up. 

[Laughter.] 

Senator  Baucus.  He  does  a  good  job. 

Senator  Warner.  But  I  share  the  view,  and  let  me  tell  you, 
there's  a  famous  saying  by  President  Truman,  someone  we  all  ad- 
mire, irrespective  of  party,  if  you  can't  take  the  heat,  get  out  of  the 
kitchen.  You've  got  the  Truman  award. 

[Laughter.] 

STATEMENT  OF  HON.  ROGER  W.  JOHNSON, 
GENERAL  SERVICES  ADMINISTRATOR 

Mr.  Johnson.  Well,  thank  you  very  much.  Chairman  and  Sen- 
ators, I  appreciate  your  comments.  ,      r      4.u 

If  I  might  just  make  a  couple  of  brief  opening  remarks  tor  the 
record,  I  would  say.  Senator  Baucus,  that  I  have  spent  35  years  or 
so  trying  to  do  what  you  gentlemen  are  doing,  that  is,  to  sort  out 
amongst  alternatives  for  very  short  and  competing  funds. 

I  have  to  say,  after  2  years,  the  process  I  used  to  go  through  was 
probably  a  little  less  complex  than  the  one  we  find  in  this  town. 
Nonetheless,  I'm  very  sympathetic  to  that,  and  you  can  be  sure  we 
will  give  it  our  best  shot  to  be  responsible  and  responsive.  Picking 
priorities  of  limited  funds  is  the  most  difficult  task  a  CEO  has. 

Regarding  public  buildings,  regarding  priorities  m  the  courts,  1 
want  to  get  to  that  very  quickly,  but  I'd  like  to  put  the  issues  in 
perspective  with  the  way  we're  looking  at  the  whole  agency.  Be- 
cause setting  the  stage  of  how  we're  looking  at  this,  how  we  view 
it,  I  think  will  help  understanding  of  some  of  the  specifics  we  re 

talking  about.  ^         ^         .  ,        ^    i    ^.i.     i.-  ^ 

First  of  all  we  have  focused  all  of  our  financial  control  attention 
on  the  moneys  that  we  have  responsibility  for,  not  just  what  ends 
up  being  budgeted.  Our  budget,  our  appropriated  funds  are  5J)2UU 
million. 


Well,  that  figure  really  has  little  to  do  with  the  impact  of  the  de- 
cisions we  make  or  mistakes  we  make.  Because  in  fact,  we  have  re- 
sponsibility one  way  or  the  other  for  about  $64  billion  as  this  chart 
indicates.  The  way  that  $200  million  gets  to  be  $64  billion  is  that 
we  charge  other  people  for  $63.8  billion  of  it.  It  doesn't  change  the 
fact,  though,  that  decisions  we  make,  processes  we  put  in  place,  im- 
pact the  $64  billion. 

Senator  WARNER.  Break  that  $64  billion  down.  Is  that  funds  that 
are  in  the  pipeline  over  a  series  of  years  of  appropriations  and  so 
forth? 

Mr.  Johnson.  This  is  per  year.  Senator.  The  second  chart  shows 
that  there's  about  $42  billion  worth  of  things  we  have  responsibil- 
ity for  purchasing.  Now,  the  fact  that  we  delegate  some  of  that,  the 
fact  that  we  purchase  things  and  then  charge  other  agencies,  is  be- 
side the  point.  The  fact  is,  we  sign  the  contracts.  And  if  it's  going 
to  cost  $10,  we're  the  ones  who  determine  that,  versus  $9. 

There's  another  $15.5  billion  of  asset  sales.  This  is  real  property, 
personal  property,  a  variety  of  things.  Building  costs,  interestingly, 
are  about  $5  billion  per  year.  So  although  there's  a  great  deal  of 
focus  and  attention  on  buildings,  as  there  should  be,  it  turns  out 
to  be  really  less  than  10  percent  of  the  leverage  we  have.  Most  of 
the  leverage  is  in  the  purchased  things. 

[The  charts  follow:] 
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Senator  Warner.  That  puts  you  in  the  Fortune  500,  doesn't  it? 

Mr.  Johnson.  Well,  it  is  better  than  that.  Senator.  I  didn't  even 
understand  what  a  billion  dollars  was  when  I  came  here.  In  fact, 
Mr.  Panetta  had  to  give  me  elocution  lessons.  I  kept  saying  "mil- 
lion," and  he  said  to  say  "billion"  with  a  "B". 

In  1993,  the  earnings,  net  earnings  of  Fortune  500  companies  in 
the  United  States  was  $63  billion.  The  total  earnings  of  all  the  Na- 
tion's top  corporations  was  about  equal  to  what  this  agency  spends. 
It's  interesting  that  here  on  this  chart  there's  only  about  a  billion 
dollars  of  salaries.  So,  if  we  fired  the  whole  agency,  we'd  save  a  bil- 
lion. 

If,  however,  we  can  improve  what  we  do  by  10  percent,  we're 
going  to  save  $6  billion.  That's  where  our  focus  is.  We  have  a  lot 
fewer  people  in  the  agency,  4,000  as  a  matter  of  fact,  since  I  came, 
and  we  haven't  laid  off  anyone. 

But  we  didn't  do  that  to  save  salaries.  It  is  happening  because 
basic  management  practices  say,  when  everyone  wants  you  to 
make  do  with  less,  then  you  better  start  doing  it  as  painlessly  as 
possible.  So  we  have,  from  the  day  I  came  here,  frozen  hiring,  and 
offered  buyouts  to  everyone. 

In  the  public  buildings  area,  particularly,  we  had  a  "time  out  and 
review"  early  on,  where  we  pulled  about  $1.3  billion  out  of  about 
$7  billion.  But  I  think  most  important  is  the  fact  that  we're  focused 
on  saving  money  in  what  we  control,  not  necessarily  going  after 
salaries.  Because  the  leverage  is  not  in  the  salaries  in  this  agency. 

Let's  move  to  some  specifics  relative  to  public  buildings.  Let's 
talk  about  priorities  for  a  second.  There  are  three  kinds  of  build- 
ings we  have  responsibility  for:  One  is  office  space;  second  is  court- 
houses; and  third  is  "special"  space. 

Senator  Warner.  Special? 

Mr.  Johnson.  Special  space — border  stations,  the  FDA  special 
laboratories,  etc.  In  terms  of  office  space,  since  we 

Senator  Reid.  Why  is  that  any  different  from  No.  1? 

Mr.  Johnson.  Than  general  office  space?  Because  usually.  Sen- 
ator, they  have  very  special  requirements.  A  border  station  is  very 
different  when  you're  going  to  benchmark  it  or  justify  it  from  office 
space. 

For  example,  office  space,  when  I  first  came,  I  had  said  we 
wouldn't  support  any  new  office  space  construction.  None.  It  was 
pretty  obvious  why  not.  With  respect  to  this  Administration,  my 
boss  said  that  we  were  going  to  reduce  the  size  of  the  Federal  Gov- 
ernment by  270,000  people.  We're  on  our  way  to  do  that.  This  cur- 
rent Congress  may  try  to  one-up  that.  With  the  numbers  of  people 
coming  down,  it  seemed  pretty  clear  that  we  ought  to  better  utilize 
what  we  had  rather  than  build  new  offices. 

In  special  purpose  space,  though,  there  are  special  needs.  FDA 
is  one.  Certain  border  stations,  where  we  were  impeding  trade 
across  the  borders,  they  probably  were  justified,  even  though  the 
Government  was  being  downsized.  And  as  you  commented  earlier, 
on  the  courts  situation,  that  is  a  converse  situation,  unfortunately, 
because  of  lack  of  funding  for  several  years,  combined  with  their 
business  growing,  unfortunately,  for  two  reasons,  the  rate  of  crime 
and,  second,  the  increased  jurisdictions  the  Federal  courts  have 
been  given. 
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So  in  a  broad  sense,  no  office  space  in  my  opinion,  is  selected 
special  purpose  space,  but  that  needs  to  be  highly  justified  for  spe- 
cific reasons.  This  leaves  you  fundamentally  with  a  courts  program 
equalling  the  Federal  buildings  program  for  the  foreseeable  future. 

If  we  Took  inside  that,  then,  the  priorities  that  we  are  trying  to 
use  would  say,  first  priority,  if  we  have  a  dollar,  should  be  spent 
on  maintenance  and  alterations  of  current  investments. 

The  smartest  first  dollar  you  spend  is  to  protect  the  investment 
you've  already  made.  So,  that  is  the  way  we  would  start.  The  sec- 
ond priority  would  be  to  continue  projects  that  have  already  been 
authorized.  We  have  a  variety  of  them  around  the  country,  they're 
in  various  stages  of  contracting,  various  stages  of  development  and 
building. 

Clearly  it  seems  to  me  smarter  to  continue  that  money  rather 
than  incur  the  loss,  probably,  that  would  be  incurred  if  you  stopped 
them.  So  the  second  dollar  should  go  to  completing  or  finishing 
projects  already  underway. 

Senator  Warner.  So  each  of  them  has  in  the  contract  cancella- 
tion clauses? 

Mr.  Johnson.  Yes,  sir.  They  may  not  always  be  in  the  actual 
construction,  however;  they  may  be  in  design. 

Senator  Warner.  Now,  do  we  have  a  list  of  those  projects? 

Mr.  Johnson.  We  can  certainly  get  it  for  you.  Senator. 

Senator  Warner.  And  also  the  costs  associated  with  any  can- 
cellation? 

Mr.  Johnson.  Certainly.  We  can  make  an  estimate.  Of  course, 
that  would  be  a  negotiation. 

Senator  Warner.  I  understand  that. 

Mr.  Johnson.  The  third  dollar  we  think  should  go  toward  those 
spaces  where  there  are  no  alternatives.  In  other  words,  we've  got 
leases  now,  and  people  in  those  buildings.  And  a  lease  expires,  and 
you  can't  move  the  people.  So  you  should  re-up  some  of  those 
leases. 

Now,  in  that  context,  I  have  recently  put  a  freeze  on,  with  some 
opposition,  at  least  those  buildings  we  control,  of  new  leases  that 
are  in  long-term  situations.  I'm  hoping  that's  a  short-term  decision, 
but  I  did  that  because  it  seemed  to  me  with  the  Congress  looking 
at  such  large  reductions  as  well  as  the  Administration,  it  would  be 
imprudent  to  sign  another  20-year  lease  unless  there  was  no  alter- 
native. We  have  given  some  relief  to  the  freeze  in  emergency  situa- 
tions. 

So,  those  are  the  overall  priorities.  When  it  comes  to  particular 
courthouses,  certainly  the  GSA  has  some  opinions.  We've  been 
working  very  closely  with  the  courts.  But  in  my  private  sector  expe- 
rience, I've  learned  two  things.  One,  you  should  try  to  put  incen- 
tives so  that  people  will  naturally  choose  the  proper  alternatives 
themselves. 

And  in  that  regard,  I  would  suggest  to  you,  a  great  help  you 
could  be  to  identify  for  the  courts  and  this  agency  a  block  of  money. 
It  wouldn't  be  guaranteed,  but  it  could  give  an  indication  that  you 
believe  that  in  total  the  allocation  for  courts  over  the  next  year,  for 
example,  would  be  $100  million  or  whatever  it  is. 

That,  then,  for  those  who  are  trying  to  decide  what  to  do,  puts 
them  in  a  position  of  trying  to  get  the  most  for  the  $100  million. 
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The  system  as  it  currently  operates,  going  at  it  one  project  at  a 
time,  forces  incentives  to  go  after  as  many  and  as  much  as  we  can, 
as  they  can,  in  hopes  that  they  will  get  something. 

So  I  would  urge,  a  great  help  to  the  prioritization  would  be  if  you 
could  give  us  an  indicacion  during  your  budgeting  cycle  of  the  total 
amount  available  for  court  construction.  Then  we  could  sit  with  our 
colleagues  in  the  courts  and  say  what's  the  best  and  most  we  can 
build  for  that.  That  would  help  a  great  deal. 

We  have  been  working  closely  with  the  courts  for  the  last  couple 
of  years.  We  came  here  and  found  an  atmosphere  plagued  with  con- 
troversy, excessive  costs,  a  lot  of  judicial  pressure,  an  acrimonious 
relationship  between  Judiciary  and  GSA,  a  fractured  program  man- 
agement, decisionmaking  project  by  project  was  delegated  to  GSA's 
regional  offices,  and  I  think  in  most  cases  therefore  abdicated,  in- 
consistency across  the  country,  different  rules  in  different  regions 
for  projects,  lack  of  effective  long  range  planning,  and  not  much  at- 
tention to  lessons  learned. 

We  have  done  dozens  of  things  since  then,  and  I  think  the  rela- 
tionship with  the  courts  is  now  improved  100  percent.  In  fact,  we 
have  actually  reduced  court  costs  and  mutually  agreed  upon  new 
benchmarks  that  we've  already  reduced  once  since  we  put  them  in 
place.  We've  agreed  to  a  variety  of  long  range  planning  processes. 
We've  agreed  to  review,  with  the  help  of  some  architects  in  the  pri- 
vate sector  the  different  court  construction  approaches  that  have 
been  used  over  the  years. 

We  can  give  you  an  opinion  on  court  project  priorities.  I  would 
much  prefer,  however,  to  do  that  in  the  context  of  the  total  num- 
ber. And  we  could  work  with  the  courts  and  give  that  to  you. 

Failing  that,  the  priorities  that  I  have  proposed  before  would  be 
to  work  up  the  line  of  those  projects  that  are  already  under  con- 
struction. And  there  are  a  variety  of  those  around. 

Senator  Baucus,  you  have  introduced  a  bill  which  I  support  com- 
pletely. It  is  pointing  us  in  a  direction  that  will  help  everything 
•we've  just  talked  about.  The  need  for  long  range  planning  is  just, 
it  cries  to  us  all  the  time.  The  ability  to  move  out  for  5  years,  the 
ability  to  submit  2  year  programs  are  highly  desirable. 

I  would  suggest  to  you  that  we  would  need  some  help  in  having 
other  agencies,  however,  actively  participate.  People  seem  to  be 
surprised  when  they  find  that  even  within  office  space  in  the  Gov- 
ernment, the  GSA  only  controls  about  32  percent  of  it.  Over  the 
years,  60  percent  of  the  office  space  has  been  delegated  to  other 
agencies. 

That  turns  out  to  be  about  520  million  feet.  Now,  that  is  even 
a  teeny-weeny  piece  of  the  total  2.78  billion  square  feet  that  the 
Federal  Government  deals  with  around  the  Nation.  The  difference 
is  principally  in  the  Department  of  Defense.  There  are  other  big 
areas,  such  as  hospitals  and  Veterans'  Administration.  So  if  you 
look  at  the  total  space  that  the  Government  worries  about  or 
spends  money  on,  Senator,  we  only  have  control  of  about  7  percent. 
And  of  that,  only  32  percent  of  the  office  space. 

So  if  we're  going  to  put  a  meaningful  asset  management  program 
together,  which  we  completely  support  and  have  been  trying  to  do 
it  ourselves,  then  I  think  we  will  need  some  help.  Not  to  control 
the  assets — ^we  don't  want  to  do  that,  but  at  least  to  have  people 
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responsibly  send  us  forecasts,  work  with  us  on  freeing  up  space 
that  becomes  available.  So  that's  a  different  little  perspective. 

In  that  regard,  it  would  also  be  helpful,  I  think,  as  you're  consid- 
ering things  to  do  in  the  future,  to  consider  giving  some  type  of  in- 
centives now  for  people  to  free  up  or  identify  freed-up  space.  Right 
now,  as  a  practical  matter,  an  agency  that  has  freed  space  around 
its  buildings  has  no  incentive. 

In  fact,  there  are  disincentives  to  even  talk  to  us  about  it,  be- 
cause the  current  process  says  that  we  would  have  to  charge  them 
for  fixing  space  they're  going  into.  It  would  cost  them  money  as  an 
agency  to  identify  new  space  and  move  out.  We  will  be  coming  to 
you  shortly  with  a  request  for  a  moderate  amount  of  money,  maybe 
$50  million  to  $100  million,  to  let  us  say  to  an  agency,  "we  will 
move  you,  and  we  will  pay  that." 

So  don't  worry  about  that.  Now,  please  work  with  us  as  you're 
reducing  people  and  identify  where  this  space  is,  so  we  can,  even 
if  it's  smaller  pieces,  amalgamate  some,  or  if  it's  whole  floors,  half 
floors  or  whole  buildings,  facilitate  lease  consolidations  or  moving 
lease  space  into  Government-owned  space.  We  believe  that  there  is 
somewhere  between  a  2-  and  4-year  payback.  Somewhere  in  the 
neighborhood  of  a  two  to  three  times  payback  over  10  years,  if  we 
can  do  that. 

This  leads  back  into  the  Senator's  bill.  When  we  can  do  some 
long-range  planning,  real  planning,  not  just  playing  games,  we'll  be 
able  to  come  to  you,  we're  confident,  with  major  savings  from  ap- 
propriate management  of  Federal  space  that  we're  now  constrained 
from  doing  by  reasons  of  scoring  rules  or  other  processes  that  just 
get  in  the  way  of  management. 

Senator  Warner.  Would  you  once  again  define  that  7  percent? 

Mr.  Johnson.  Yes,  sir.  There's  2.78  billion  square  feet  of  space 
in  the  Government.  That  is  air  bases,  military  installations,  veter- 
ans hospitals 

Senator  Warner.  Suppose  you  took  the  military  out  of  it. 

Mr.  Johnson.  I  asked  the  same  question.  Senator,  we  don't  have 
the  answer  yet.  I  can  get  you  one  past  that,  though.  If  we  just  said 
office  space,  civilian  office  space 

Senator  Warner.  Of  the  Federal  Government. 

Mr.  Johnson  [continuing].  That's  about  520  million  square  feet 
of  just  that.  We  only  control  32  percent  of  it.  A  dozen  or  so  agencies 
over  the  years  have  been  delegated  their  own  control. 

Senator  Warner.  By  the  Congress? 

Mr.  Johnson.  By  the  Congress. 

Senator  Warner.  Through  some  skillful  lobbying  and  something 
or  another? 

Mr.  Johnson.  Through  the  skills  that  I  have  come  to  recognize 
and  respect,  yes. 

Senator  Warner.  Yes. 

Mr.  Johnson.  So  even  within  Federal  office  space 

Senator  Warner.  That's  extraordinary.  Because  that  doesn't  give 
you  any  ability  to  manage  this  great  big  thing. 

Mr.  Johnson.  So  even  though  we're  trying  to  pull  the  32  percent 
together,  and  may  have  been  saving  a  lot  of  money,  there's  a  lot 
of  stuff  out  there  that  we  can't  get  at.  Obviously,  those  agencies  are 
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not  anxious  for  us  to  get  at  it,  either.  Because  space  is  not  some- 
thing they're  terribly  concerned  with.  No  one  is. 

Senator  Warner.  Shouldn't  they  have  an  opportunity  to  be  reim- 
bursed in  their  budget  process  for  such  unused  space  if  they  turned 
it  back? 

Mr.  Johnson.  I  don't  think  they  are,  Senator.  I  think  that  either 
goes  to  Treasury  or  0MB  will  grab  it.  Therefore,  we  will  give  you 
a  recommendation,  not  complex,  to  provide  a  simple  incentive, 
maybe  even  sharing  with  the  agency  some  of  the  savings  over  a 
couple  of  years.  Some  incentive  to  do  that.  In  private  business,  peo- 
ple are  not  interested  in  freeing  up  space  either,  unless  they  see 
some  benefit.  And  our  structure,  it  not  only  doesn't  give  them  a 
benefit,  we  charge  them  if  they 

Senator  Warner.  Do  you  have  the  right  to  go  in  and  sort  of  audit 
the  books  of  other  agencies  to  determine  how  much  they  have? 

Mr.  Johnson.  We  have  lots  of  rights,  but  we  have  nowhere  near 
the  resources,  nor  would  I  want  them  to  do  that.  We  just  can't — 
there  are  8,000  buildings  around  the  country  owned  or  leased  by 
GSA.  It  would  be  prohibitive.  And  also,  a  lot  of  the  space,  Senator, 
is  in  smaller  pockets.  So  it  really  needs  someone  who  knows  about 
it  in  the  building  to  say,  yes,  we  could  pull  these  together.  We 
could  never  do  that. 

Senator  Warner.  You  mean  8,000  Government  buildings  across 
the  United  States? 

Mr.  Johnson.  Yes,  sir. 

Senator  Warner.  Not  including  military? 

Mr.  Johnson.  Not  including  military. 

Senator  Warner.  Well,  perhaps  you  and  I  and  other  members  of 
the  committee  can  work  on  this  in  the  coming  year.  This  is  a  major 
project.  Can't  be  solved  in  a  quick  hearing. 

Mr.  Johnson.  I'd  like  to  do  that. 

I  want  to  make  a  couple  of  final  comments  on  security,  which  you 
asked  for.  As  you  recognize,  the  President  asked  the  Justice  De- 
partment to  prepare  a  report,  which  they  did  on  June  28.  And  one 
of  the  key  recommendations  there  was  an  interagency  security 
committee.  And  that  is  made  up  of  members  of  the  GSA,  the  U.S. 
Marshal  Service,  and  people  on  the  President's  management  com- 
mission. We  play  an  active  role  in  that  group,  because  the  Federal 
Protective  Service,  which  is  a  GSA  operation,  is  chairing  it.  So  we'll 
be  represented. 

Today,  as  we  speak,  we  have  convened  a  group  of  specialists  in 
explosion  architectures  and  techniques.  They  are  meeting  in  an- 
other part  of  town  right  now,  private  sector  people,  to  begin  to  talk 
in  a  calm,  rational  fashion  of  what  is  and  can  be  done  technically 
to  mitigate  explosions  in  buildings.  We  have  of  course  put  in  spe- 
cial security  and  are  maintaining  that  in  current  buildings  across 
the  Nation.  We  have  had  a  lot  of  questions  and  concern  about 
daycare  centers. 

Senator  Warner.  Before  we  leave  that  security  issue,  I  know  the 
House  of  Representatives  went  into  some  detail  on  this,  did  they 
not? 

Mr.  Johnson.  Yes,  sir. 

Senator  Warner.  In  the  course  of  those  hearings  and  consider- 
ation, did  you  or  others  bring  up  the  need  to  have  some  special  leg- 
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islation  this  year  for  purposes  of  security  and/or  special  appropria- 
tions? 

Mr.  Johnson.  Yes,  sir.  We  have  asked  for  moneys  that  would  let 
us  continue  the  heightened  security  through  to  September  30,  the 
end  of  this  fiscal  year.  In  the  1996  budget,  there  are  appropriate 
moneys  in  there  already.  Some  of  that  money,  I  believe,  is  hung  up 
in  the  rescission  issue.  It's  all  embroiled  in  that.  We,  however,  are 
continuing 

Senator  Warner.  Was  that  money  put  in  before  the  Oklahoma 
tragedy  or  afterwards? 

Mr.  Johnson.  No,  it  was  after  it. 

Senator  WARNER.  Afterwards? 

Mr.  Johnson.  Yes. 

Senator  WARNER.  You  came  in  with  a  request  to  0MB  for  some 
supplemental  funding  and  worked  its  way  through  the  system? 

Mr.  Johnson.  Yes,  that's  right. 

Senator  Warner.  I  see. 

Mr.  Johnson.  And  that  was  to  maintain  the  heightened  security 
we  put  in  place  subsequent  to  Oklahoma  City. 

Senator  Warner.  Now,  what  about  legislation?  Do  you  feel 
there's  any  additional  legislation  we  would  need  to 

Mr.  Johnson.  I  don't  think  so  at  this  point,  no. 

Senator  Warner.  And  you  will  come  forward 

Mr.  Johnson.  If  we  need  some,  we  will  do  that.  Right  now,  we're 
concerned  with  a  number  of  factors,  calmly  sorting  out  what  can 
be  done  and  should  be  done  on  a  long-term  basis  to  mitigate  the 
effects  of  terrorist  acts.  It's  not  clear  to  me  what  can  be  done,  and 
we've  asked  a  variety  of  people,  not  only  in  this  country,  but  we're 
going  to  deal  with  some  international  people  as  well. 

Senator  Warner.  And  you  feel  you've  had  full  cooperation  among 
the  several  departments  and  agencies  of  the  Federal  Government 
as  you've  tried  to  reach  this? 

Mr.  Johnson.  Yes. 

Senator  Warner.  Did  the  President  set  up  a  task  force  which 
would  include  you? 

Mr.  Johnson.  Yes.  He  asked  the  Attorney  General  to  head  that 
task  force  to  start  with.  That  report  came  out  last  week.  And  as 
a  part  of  that  report,  it  established  an  interagency  security  council, 
which  we  chair  through  our  Federal  Protective  Service.  And  we 
also  are  a  member  because  of  our  membership  in  the  President's 
management  council. 

So  I  think  there  is  some  good,  solid  work  going  on  around  the 
country  to  look  at  these  issues  and  make  sure  we  do  what's  appro- 
priate, but  that  we  don't  react  to  maybe  temporary  concerns  of 
folks. 

The  daycare  centers  are  a  part  of  the  security  issue,  we  run 
about  100  daycare  centers  in  these  Federal  buildings.  And  I  wanted 
to  get  this  in  the  record.  There  are  over  6,400  children  enrolled  in 
these  centers,  they're  the  best  run,  by  outside  assessment,  in  the 
Nation.  The  parents  of  two-thirds  of  the  children  are  Federal  em- 
ployees. 

After  Oklahoma  City,  about  200  children  were  withdrawn,  most 
in  Oklahoma  City,  some  in  Omaha,  from  that  program.  Now,  that 
represented  less  than  three-tenths  of  1  percent,  parents  concerned 
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enough  to  actually  withdraw  the  children.  Since  that  time,  half  of 
those  vacancies  have  been  filled.  We  have  now  roughly  only  50 
youngsters  we  can  identify  who  have  been  permanently  withdrawn 
because  of  that  situation. 

Conversely,  every  agency,  independent  and  otherwise,  involved  in 
daycare  around  the  country,  has  employed  us  one  way  or  another 
to  continue  and  maintain  those  daycare  centers  at  those  sites.  The 
parents,  of  course,  acting  silently  but  impressively,  are  keeping 
their  children  there  also. 

So  at  the  moment,  we  intend  to  continue  with  our  current  proc- 
ess. We  certainly  are  looking  at  ways,  and  have  done  things  al- 
ready, which  we  can  talk  about  privately,  to  better  protect  in  a 
pragmatic  sense  the  areas  that  we  own  and  manage.  I  think  we 
should  be  careful  not  to  jump  to  other  kinds  of  conclusions. 

There  are  a  variety  of  other  issues  in  this  whole  area,  Senators, 
which  we  will  have  to  deal  with  in  the  next  year  or  so.  There  are 
concerns  of  agencies,  whether  they  should  be  housed  in  high  rise 
buildings.  There  are  concerns  of  certain  agencies  whether  they 
should  be  housed  next  to  other  agencies.  The  Attorney  General's  re- 
port characterized  buildings  in  terms  of  agency  risk. 

Obviously,  law  enforcement  agencies  have  a  higher  risk  than 
non-law  enforcement  agencies.  There  are  very  large  implications  to 
those  issues.  It  is  my  intent  to  continue  to  look  at  them,  analyze 
them  in  a  calm  fashion  over  a  period  of  time,  and  hopefully  be  able 
to  separate  ourselves  from  the  terrible  trauma,  terrible  as  it  was 
at  that  point,  to  come  to  conclusions  that  are  sensible. 

Those  will  add  costs  in  1  year  or  another,  and  I  think  cost  should 
not  deter  us  from  doing  what  we  need  to  do.  On  the  other  hand, 
I  think  we  should  be  cautious  that  we  don't  grossly  over-react  in 
these  situations. 

That  would  conclude  the  summary  comments.  Senator.  We'll  be 
happy  to  answer  questions. 

Senator  Warner.  Just  a  general  question,  which  I'll  put  to  each 
of  our  witnesses  today — what  is  your  reaction  to  the  30  percent  cut. 
Is  it  achievable  without  irreparable  damage  to  your  responsibil- 
ities? 

Mr.  Johnson.  Senator,  I've  always  been  very  candid,  so  I'll  be 
the  same  with  you.  I  don't  think,  from  my  past  experience,  there 
is  any  building  anywhere  that  if  it  were  not  built  would  cause  ir- 
reparable damage  to  anything.  In  a  private  company,  when  I  have 
difficulties,  capital  buildings  are  probably  the  first  thing  that  get 
looked  at. 

So  I  can't  sit  here  and  say  there's  any  irreparable  damage  done 
for  a  30  percent  cut.  If,  Senator,  the  30  percent  were  taken  out  all 
of  repair  funds,  now  I  might  have  a  different  answer.  I  don't  think 
that  would  be  smart.  But  not  building  30  percent  of  new  construc- 
tion is  not  going  to  kill  us. 

Senator  Warner.  Well,  our  staffs  will  work  together  to  see  if  we 
can  achieve  a  mutual  understanding.  This  Senator  will  be  available 
to  meet  with  you  and  your  staff  if  you  feel  the  direction  in  which 
we're  moving  would  cause  irreparable  harm. 

That's  essentially  the  question  I  had  of  you.  I  defer  now  to  my 
colleagues. 

Senator  Baucus.  Thank  you  very  much,  Mr.  Chairman. 
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Mr.  Johnson,  I'd  like  to  address  a  concern  I  think  is  in  the  minds 
of  a  number  of  people.  That  is,  the  appropriate  design  of  court- 
houses. Americans  by  and  large  are  proud  of  stately  courthouses 
that  look  good  and  add  to  the  community.  There's  no  doubt  about 
that.  But  also,  Americans  don't  want  a  lot  of  waste. 

We're  also  faced  with  a  couple  other  problems  here — the  House 
authorizing  committee  has  said,  "no  more  courthouse  construction." 
The  House  Appropriations  Committee  wants  to  cut  the  amount  by 
about  60  percent.  I  suppose  one  of  the  reasons  the  House  is  stingy, 
if  you  will,  concerning  courthouse  construction,  is  because  they  lack 
confidence  in  the  proper  design  of  courthouses. 

The  second  problem  is  practical — and  represented  by  the  media. 
There  are  a  lot  of  media  reports  about  extravagant  design. 

When  you  add  it  together,  are  the  provisions  in  the  bill  right,  or 
would  you  suggest  that  we  modify  them  to  deal  with  the  process 
by  which  GSA  and  the  Administrative  Office  of  the  Courts  and  the 
Congress  assure  the  proper  design  and  construction  of  courthouses? 

The  bill  requires  that  GSA  consult  with  the  Judiciary.  After  all, 
we're  talking  about  courthouses  here.  If  anybody  knows  anything 
about  courthouses,  it's  the  Judiciary. 

On  the  other  hand,  wa  need  a  little  bit  of  control,  if  you  will,  a 
little  bit  of  order  in  this  process,  and  a  little  bit  of  coordination.  Al- 
though these  are  judicial  buildings  under  the  third  branch  of  Gov- 
ernment, they're  Federal  buildings,  too.  We  need  some  coordination 
among  all  Federal  buildings,  and  what  we're  striving  for  is  the 
right  level  of  coordination. 

I'm  curious  as  to  whether  you  think  it's  proper  that  GSA  consult 
with  the  Judiciary,  yet  the  GSA  still  makes  the  recommendation. 
Do  you  think  that  GSA  should  basically  make  the  recommendation, 
consistent  with  the  goal  of  sufficiently  majestic,  but  not  wasteful 
courthouses. 

Mr.  Johnson.  I  believe.  Senator — legislation  is  no  substitute  for 
sound  management.  And  as  long  as  there's  a  chance  that  you  can 
get  some  of  us  using  good  sound  solid  management  principles,  I 
would  urge  you  to  let  us  do  that.  I  think  that  process  is  moving 
well  with  the  courts.  So  I  think  a  collaborative  approach  is  good. 

I  would  suggest  if  I  might,  though,  that  there  are  a  couple  of 
areas  that  you  might  be  prescriptive  in  without  micromanaging. 
The  benchmarking  that  we've  undertaken  is  very  critical.  It  helps 
to  get  us  away  from  the  emotion.  Because  obviously,  to  start  with, 
a  courthouse  that  has  three  stories  probably  is  going  to  cost  more 
than  one  that  has  two,  right?  That  has  nothing  to  do  with  being 
magnificent  or  mahogany  or  what  have  you.  A  courthouse  in  one 
part  of  the  Nation  that  has  certain  labor  rates  is  going  to  cost  dif- 
ferent from  one  in  New  York  City. 

I  would  urge,  if  you  could  have  a  subcommittee  staff  work  with 
us,  and  I  would  welcome  the  courts  to  comment  themselves,  on 
benchmarks.  Then  you  could  say,  as  long  as  we've  concurred  with 
that,  now,  gentlemen,  build  your  courthouses  in  consistency  with 
those  benchmarks.  If  you  want  to  go  past  them,  now  you  must 
come  back  and  talk  to  us  in  detail  about  issues  that  are  causing 
that. 

My  friends  in  the  Judiciary  probably  will  not  agree  with  this,  but 
there  is  an  ability  for  a  court  to  exceed  the  benchmark  and  pay  for 
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it  themselves.  I  think  it  might  be  sensible  to  curtail  that  for  some 
time,  and  force  anything  different  from  an  agreed-upon  benchmark 
to  get  closer  review. 

Senator  Baucus.  As  you  know,  the  bill  requires  benchmarking 
for  each  project.  Are  you  saying  that  benchmarking  should  be  pre- 
scribed by  Congress,  or  are  you  saying  that  GSA  should  develop 
those  benchmarks? 

Mr.  Johnson.  No.  I  would  like  the  committee  to  be  knowledge- 
able and  comfortable  with  them,  and  then  refer  to  goodness  or 
badness  relative  to  the  benchmarks  as  opposed  to  just  criticizing 
particular  pieces.  In  other  words,  if  the  building  is  within  the 
benchmark,  then  it's  prima  facie  all  right. 

Senator  Baucus.  Right,  and  you  say 

Mr.  Johnson.  And  that  leaves  the  judgments  of  how  to  spend 
that  benchmark  money,  there's  some  flexibility  in  there  which  I 
think  is  necessary. 

Senator  Baucus.  You're  saying  that  some  informal  consultation 
should  occur  between  the  subcommittee  and  the  GSA  on 
benchmarking? 

Mr.  Johnson.  I'd  much  prefer  informal  consultation,  yes,  sir. 

Senator  Baucus.  That's  a  more  creative  approach. 

I  wonder  if  you  could  just  candidly  for  us  give  the  committee 
your  thoughts  on  the  so-called  11(b)  process,  that  is,  whenever  Con- 
gress goes  to  GSA  and  says,  is  there  a  need  for  this  building 

Mr.  Johnson.  If  the  process,  Senator,  is  appropriate,  it  requires 
prospectuses  and  requires  scrutiny.  Major  exceptions  to  that  proc- 
ess should  not  be  allowed  to  occur  without  the  same  set  of  scrutiny. 
In  my  uneducated,  unpolitical  view  of  the  11(b)  process,  it's  merely 
an  escape  mechanism  around  a  very  good  mechanism  that  was  put 
in  place  to  stop  things  from  escaping. 

Senator  Baucus.  You're  saying  that  if  there  is  a  request,  obvi- 
ously a  Member  of  Congress  should  be  able  to  make  a  request. 

Mr.  Johnson.  Certainly. 

Senator  BAUCUS.  But  if  there's  a  request  that  that  request  would 
be  subject  to  the  usual  prioritization  and  review  that  every  other 
GSA  initiated  or  Judiciary  initiated  project  go  through. 

Mr.  Johnson.  Right.  There's  no  plan  that's  ever  been  made  that 
doesn't  have  exceptions  to  it  later  on.  However,  the  exceptions 
should  be  in  the  context  of  how  the  original  overall  plan  was  ap- 
proved. And  it  needs  to  be  related  and  put  in  context  with  that. 

If  we  decide  that  these  45  projects  were  the  top  priority,  and  we 
have  a  3-year  plan,  a  2-year  plan,  but  all  of  a  sudden  some  emer- 
gency occurred,  or  something  we  had  omitted,  fine.  People  are 
human.  But  the  project  needs  to  be  brought  back  into  the  original 
context  and  determined  if  it  is  really  the  43d  one  or  it  is  the  47th 
one,  or  is  it  the  first. 

Senator  Baucus.  So  you're  saying  GSA  is  in  as  a  position  to  de- 
termine priorities,  not  only  with  respect  to  GSA,  executive  branch 
initiated  Federal  buildings,  but  also  with  respect  to  projects  initi- 
ated by  a  Member  of  Congress?  There's  no  reason  why  GSA 
can't 

Mr.  Johnson.  No,  if  we're  given  the  opportunity,  we  can  plug 
that  back  in  and  come  back  to  you  and  say,  this  was  asked  for, 
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here  it  is  in  the  context,  and  here's  our  recommendation  in  that 
context. 

Senator  Baucus.  Can  you  think  of  a  good  reason  to  treat  a  re- 
quest by  the  Members  of  Congress  any  differently? 

Mr.  Johnson.  No.  You  mean,  differently  than  what  I  just  de- 
scribed? 

Senator  Baucus.  Right. 

Mr.  Johnson.  I  think  that's  up  to  you,  Senator. 

Senator  BAUCUS.  Right,  but  basically  with  respect  to  how  you 
would  prioritize  Federal  buildings,  you  could  see  no  real  difference? 

Mr.  Johnson.  No. 

Senator  Baucus.  Now,  let  me  ask  the  same  question  with  respect 
to  courthouses.  We  members  of  Congress  like  to  think  that  we're 
special,  and  with  all  due  deference  to  the  Judiciary,  I'm  sure  that 
the  judges  like  to  think  that  they've  got  a  little  special  expertise 
on  courthouses,  and  maybe  know  a  little  bit  more  than  GSA  does, 
too. 

But  I'll  ask  the  same  question  with  respect  to  the  courthouse  re- 
quest from  the  Judiciary  or  design  changes  requested  by  the  Judici- 
ary. Is  there  any  reason  you  can  think  of  why  GSA  shouldn't  treat 
judicial  requests  any  differently  than  requests  by  Members  of  Con- 
gress, or  ideas  initiated  by  the  GSA?  In  terms  of  planning  and 
prioritization. 

Mr.  Johnson.  They  all  need  to  be  brought  back  into  the  context 
of  a  plan  that  people  logically,  thoughtfully  put  in  place  and  ap- 
proved. I  think  there  is  a  difference  in  courthouses  when  it  comes 
to  prioritization,  however.  I  think  the  Judiciary,  because  it  is  their 
business,  is  in  a  much  better  position  to  prioritize  that  courthouse 
versus  this  courthouse  than  anyone  else. 

I  hope,  I  would  suggest  and  urge.  Senator,  the  committee  would 
give  to  us  and  the  courts  more  of  a  block  of  numbers,  maybe  not 
an  appropriation,  but  say,  "For  this  year,  it  looks  like  you've  had 
between  $100  million  and  $200  million  to  spend  on  courts." 

With  that  constraint,  we  could  then  come  back  with  a  set  of  pri- 
orities. That  forces  people  to  do  priority  setting  with  a  positive  in- 
centive. As  it  is  today,  one  project  at  a  time,  the  human  incentive 
is  contrary  to  what  I  think  we  want.  It  says,  goodness,  I'm  going 
to  put  as  much  in  each  one  and  put  as  many  in  as  I  can,  hoping 
I'll  get  some  percentage  of  whatever  I  turn  in. 

So  we  build  a  process  in  place  that  by  nature  is  going  to 

Senator  Baucus.  Right.  But  we'd  like  the  Judiciary,  also,  to 
prioritize  the  projects  when  they  submit  their  courthouse  requests. 

Mr.  Johnson.  I  would  suggest  to  you  that  if  you  could  do  the 
block  number  approach,  it  probably  also  would  help  with  the  detail 
designs.  Because  now  one  is  faced  with,  I  don't  mean  to  over- 
simplify here,  but,  do  I  want  two  courthouses  for  $50  million,  or  do 
I  want  10  courthouses  for  $10  million  each. 

So  even  when  it  comes  to  the  design  and  the  configuring,  there's 
a  proper  incentive  to  make  proper  tradeoffs,  by  people  who  know 
best  how  to  do  that.  They  have  the  incentive  to  do  what  is  right 
and  maximize  the  use  of  the  dollars,  rather  than  conversely. 

Senator  Baucus.  Just  one  more  short  line  of  questions  here. 
What  do  you  think  a  proper  allocation  decision  should  be  with  re- 
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spect  to  the  Administrative  Office  of  the  Courts  and  GSA?  That  is, 
snould  they  consult  with  you 

Mr.  Johnson.  Yes. 

Senator  Baucus  [continuing].  To  reach  a  decision,  or  should  they, 
the  courts  themselves  only,  make  a  decision  as  to  which  court- 
houses? Who  should  make  the  final  decision  in  recommending  to 
the  Congress  the  prioritization  of  the  plan? 

Mr.  Johnson.  May  I  come  at  it  in  a  couple  of  pieces?  The  exper- 
tise that  this  agency  has  is  in  design,  it's  in  architecture,  it's  in 
construction.  It's  in  site  selection.  This  agency  should  have  para- 
mount authority  in  those  areas.  The  issue  of  how  many  court- 
houses, where  they  ought  to  be,  how  many  courtrooms,  whether 
there  should  be  this  type  of  courtroom  versus  another,  I  think  that 
primarily  the  people  in  the  courts  know  best  how  to  do. 

That's  why  I  think  in  the  best  world,  you're  going  to  get  the  best 
use  of  the  taxpayers'  dollars  if  you  can  find  ways  to  make  sure  we 
continue  to  work  together,  rather  than  putting  one  or  the  other  in 
a 

Senator  Baucus.  I  appreciate  that.  Let's  go  to  another  point 
though,  not  the  number  of  courthouses,  number  of  rooms,  but  de- 
sign. Mahogany  paneling.  Those  kinds  of  questions. 

Mr.  Johnson.  There  I  think  we  should  come  to  a  specific  agree- 
ment on  design  criteria.  And  we're  working  to  do  that.  And  there 
again,  I  think  we  should  make  you  or  some  subset  of  your  commit- 
tee informally  comfortable  with  those.  I  would  like  to  see  you  have 
someone  on  your  staff  of  the  committee  be  relatively  expert  in  that 
design  guide.  And  argue  with  us  together,  and  take  part  in  that 
discussion. 

Senator  Baucus.  Well,  thank  you.  Mr.  Chairman,  I  might  say,  as 
I'm  sure  you  well  know,  that  last  Congress  we  had  such  a  sub- 
committee. 

Mr.  Johnson.  And  I  think  we  made  good  progress. 

Senator  Baucus.  I  think  it  has  some  merit. 

Senator  Warner.  Our  next  witnesses,  the  members  of  the  Judici- 
ary, have  to  make  a  transit  connection  so  we  are  going  to  have  to 
bring  this  questioning  to  a  close.  But  I'm  just  to  going  quickly  put 
in  a  question  for  you,  Mr.  Administrator,  on  the  FDA.  This  is  a 
building  proposed  at  $810  million,  a  Taj  Mahal,  after  you  get  the 
furniture  and  rugs  and  things.  Rather  than  take  up  the  time  of  all 
now,  we'll  submit  this  question  for  the  record,  and  ask  that  you  re- 
spond in  writing. 

But  quickly,  on  the  moratorium  recommendation  in  the  Baucus 
bill,  it's  for  new  starts  only.  But  is  there  any  applicability  to  ongo- 
ing projects? 

Mr.  Johnson.  I  don't  think  so. 

Senator  Warner.  Not  is  it  written,  but  should  we  look  at  ongoing 
projects?  That's  almost  impractical,  I  suppose. 

Mr.  Johnson.  Beyond  the  rescission?  There  are  some  in  the  re- 
scission bill.  And  I  think  there's  some  danger  there  of  causing  some 
grief. 

Senator  Warner.  I  just  want  the  record  to  tighten  these  things 
down. 

Mr.  Johnson.  I  am,  with  deference  to  the  Senator,  I'm  opposed 
to  moratoriums.  That's  only  one  piece.  I  think  that  just  tends  to 


21 

postpone  the  hard  decisions  of  priorities.  So  I  would  much  prefer 
to  get  at  the  issues  of  prioritization,  unless  there's  some  short-term 
reason  to  just  stop  things. 

Senator  Warner.  All  right.  On  a  related  matter,  the  House  Ap- 
propriations Committee  has  approved  all,  if  not  most  of  all,  the  fis- 
cal year  1996  requests.  They  have  only  given  you  $40  on  the  dollar. 
What  are  you  going  to  do  with  that? 

Mr.  Johnson.  Well,  that's  the  way  it  comes  out  in  reconciliation. 
We'll  give  you  the  best  product  for  the  40  cents  on  the  dollar  as 
we  can  get. 

Senator  Warner.  You  might  not  get  a  product,  then.  You  just 
might  not  be  able  to  do  it  for  that. 

Mr.  Johnson.  Well,  I  don't  think  they  cut  every  building  by  60 
percent. 

Senator  Warner.  All  right,  I'd  have  to  go  back  and  look  at  it. 

Mr.  Johnson.  The  Senator  is  correct.  The  House  Appropriations 
Committee  cut  funding  for  every  building  by  60  percent  and,  yes, 
if  that  stands  it  will  make  it  very  difficult  for  us  to  go  forward  with 
any  of  the  proposed  projects  in  1996. 

Senator  Warner.  Well,  thank  you  very  much,  Mr.  Administrator. 
We  always  look  forward  to  your  appearance. 

Mr.  Johnson.  Thank  you,  Mr.  Chairman. 

Senator  Warner.  Now  we'll  hear  from  the  members  of  the  Judi- 
ciary. 

[Responses  by  Administrator  Johnson  to  additional  questions:] 
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General  Services  Administration 

Office  of  Congressional  and 

Intergovernnnental  Affairs 

Washington,  DC  20405 


August    10,    1995 


The  Honorable  John  W.  Warner 

Committee  on  Environment  and  Public  Works 

United  States  Senate 

Washington,  DC   20510-6175 

Dear  Senator  Warner: 

Please  find  enclosed  questions  and  responses  for  the  hearing 
record  from  the  General  Services  Administration's  (GSA's) 
appearance  before  the  Subcommittee  on  Transportation  and 
Infrastructure  which  discussed  the  Public  Buildings  Service 
at  GSA. 

If  I  can  be  of  further  assistance,  please  do  not  hesitate  to 
contact  me  on  (202)  501-0563. 


Sincerely, 


/illiam  R.  Ratchford 
Associate  Administrator 
for  Congressional  Affairs 

Enclosure 
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GSA  Public  Buildings  Service  Hearing  held  by 
The  Senate  Transportation  and  Infrastructure  Subcommittee 

OF  THE 

Committee  on  Environment  and  Public  Works 

Questions  Submitted  to  GSA 
BY  the  Honorable  John  H.  Chafee 
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Your  testimony  states  that  GSA  has  over  the  last  two  years  been  able  to  save,  avoid  or  defer 
more  than  $11  billion  in  Federal  expense.  What  is  meant  by  "save,  avoid  or  defer,"  and 
how  much  of  the  Sll  billion  figure  is  from  the  public  buildings  area? 

We  have  "deferred"  major  computer  acquisitions  in  five  agencies  valued  in  excess  of  $7  billion. 
We  believe  some  portion  of  this  $7.3  billion  will  be  saved  eventually.  This  deferral  has  come  fi-om 
our  Time  Out  and  Review  (TO&R)  process  and  will  yield  real  savings  once  complete.  We  have 
"saved"  over  $2  billion  through  our  FTS  2000  long  distance  telecommunications  contract  over 
what  the  cost  would  have  been  under  the  old  FTS  contract.  We  estimate  saving  an  additional  $2 
billion  over  that  old  contract  over  the  remaining  four  year  life  of  the  FTS  2000  contract. 

Our  TO&R  of  building  requirements  resulted  in  savings  of  $1.38  billion.  Of  this  amount,  $563 
million  has  been  actually  rescinded  by  Congress  or  removed  fi-om  budget  requests  by  GSA  to  the 
Congress.  The  functional  areas  where  we  accomplished  the  $1.38  billion  include: 

•  $516  million  fi-om  the  new  construction  program, 

•  $154  million  from  the  modernization  program,  and 

•  $713  million  fi-om  the  leasing  program. 

For  new  construction  and  modernization  projects,  cost  avoidances  have  been  derived  fi-om 
reductions  in  GSA's  original  estimates  through  reductions  in  site,  scope  and  construction  budget 
requirements,  and  fi-om  design  and  construction  value  engineering.  For  leasing  projects,  savings 
have  resulted  fi-om  reductions  in  square  footage  or  fi-om  the  cancellation  of  lease  projects. 
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You  also  talk  about  projected  "Time  Out  and  Review"  savings  of  $1.36  billion.  What  of 
this  total  has  been  realized? 

$84.1  million  of  previously  appropriated  funds  has  been  rescinded  because  of  Time  Out  and 
Review  —  what  would  that  number  grow  to  if  the  GSA  rescissions  contained  in  the  disaster 
relief  supplemental  bill  are  enacted? 

Total  savings  achieved,  as  expressed  in  our  April  19,  1995,  Time-Out  and  Review  (TO&R) 
Progress  Report,  amount  to  approximately  $1.16  billion.  Of  this  amount,  $713  million  were 
saved  through  reductions  in  GSA's  leasing  program  and  $445  million  were  saved  through  our 
construction  program.  Included  in  the  $445  million  amount  are  $94  million  that  were  previously 
rescinded,  $99  million  realized  in  reductions  to  our  fiscal  year  1995  budget,  and  $97  million  by  a 
decreased  request  in  our  fiscal  year  1996  budget. 

TO&R  savings  that  were  rescinded  by  Public  Law  104-19,  the  "Disaster  Relief  supplemental  bill, 
amount  to  $144  million;  adding  to  this  the  $94  million  previously  rescinded  brings  the  total 
TO&R  rescinded  appropriations  to  $238  million. 


With  regard  to  the  pending  prospectuses,  you  have  suggested  that  the  Committee  give 
priority  to  repair  and  alteration  projects  and  the  construction  projects  that  are  already 
underway.  If  we  proceed  that  way  and  approve  everything  in  the  fiscal  year  1996  request 
except  new  starts  —  what  would  the  final  dollar  tally  be? 

In  my  view,  we  have  two  challenges  here.  I  believe  that  the  total  dollar  amount  authorized 
for  the  fiscal  year  1996  batch  must,  at  a  minimum,  be  consistent  with  what  the  budget 
resolution  calls  for  ~  outyear  reductions  of  30  percent.  However  we  cannot  race  blindly  to 
that  dollar  amount.  We  must  ensure  that  the  projects  making  up  the  reduced  total  are 
justified  in-and-of  themselves. 

The  repair  and  alteration  component  of  the  prospectus-level  request,  less  new  starts,  totals 
$548,283,000.  This  total  includes  $1 17,230,000  for  the  Chlorofluorocarbon  (CFC)  replacement 
program  and  $58,187,000  for  the  energy  program.  GSA  submits  a  single  annual  prospectus  for 
these  CFC  and  energy  programs  ~  mandated  by  law  —  but  the  programs  consist  of 
below-prospectus-level  projects  not  considered  new  starts. 

The  new  construction  program,  less  new  starts,  totals  $930,819,000.  This  total  includes 
$164,409,000  for  the  Food  and  Drug  Administration  headquarters  consolidation  ~  a  continuation 
of  previous  funding  for  this  project  —  and  also  $6,850,000  for  non-prospectus  construction 
projects.  These  program  components  should  not  be  considered  new  starts. 
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It  is  my  understanding  that  the  House  Appropriations  Committee  recently  approved 
funding  for  all  or  almost  all  of  the  fiscal  year  1996  requests  —  but  at  a  much  reduced  level  - 
I  guess  they  gave  you  40  cents  on  the  dollar  for  each  item.  What  impact  will  this  have  on 
these  projects? 

If  carried  out  in  this  fashion,  will  we  not  spend  more  in  the  long  run  to  complete  each 
project? 

For  cost  effectiveness  purposes,  would  it  not  be  better  to  divide  the  pot  among  the  few 
instead  of  thinning  it  out  for  all? 

Funding  40  cents  on  the  dollar  for  all  projects  in  the  fiscal  year  1996  program  effectively  ensures 
that  GSA  would  not  proceed  with  all  projects,  but  avoids  making  a  decision  regarding  which 
projects  to  defer.  GSA  has  taken  the  position  that,  unless  the  construction  phase  of  a  project  is 
fully  funded,  it  would  be  impractical  to  begin  construction.  GSA  would  run  the  risk  of  starting  a 
project  with  no  commitment  for  continued  funding,  and  might  end  up  with  a  hole  in  the  ground 
and  nothing  more.  This  would  be  an  embarrassment  to  the  Federal  government  as  a  whole. 
Further,  as  is  pointed  out  in  the  question,  this  partial  approach  to  funding  likely  would  result  in 
higher  costs  for  the  project. 

If  funds  were  appropriated  in  this  manner,  GSA  would  request  reprogramming  authority  to 
complete  specific  projects,  rather  than  expend  funds  to  begin  projects  that  might  never  be  fiilly 
funded. 


In  the  1995  GAO  report  entitled:  Federal  Office  Space:  more  Businesslike  Approach  Could 
Reduce  Costs  and  Improve  Performance.  GSA  criticizes  a  variety  of  "Competition  in 
Contracting  Act"  requirements  for  needlessly  adding  cost  to  the  leasing  process. 

What  specifically  in  this  Act  inhibits  GSA  performance  and  what  changes  to  the  law  would 
you  recommend? 

GSA  worked  with  the  Office  of  Federal  Procurement  Policy  and  the  Department  of  Defense  to 
develop  the  Administration's  latest  legislative  proposal  to  continue  the  acquisition  reform  process 
begun  with  the  Federal  Acquisition  Streamlining  Act  of  1994,  and  originated  several  of  the 
proposals  in  the  real  property  area.  Specifically,  GSA  advanced  the  provisions  of  the  proposed 
bill  that  would  amend  the  competition  provisions  to  authorize  two-phase  source  selection 
procedures.  This  authority  would  provide  GSA  and  other  agencies  with  the  ability  to  use  a 
source  selection  approach  for  design-build  construction  projects,  including  lease  construction 
projects,  that  is  more  efficient  and  consistent  with  the  "best  practices"  of  the  private  sector  and 
other  governments. 
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GSA  also  advanced  the  provision  amending  the  Competition  in  Contracting  Act  to  authorize  the 
use  of  other  than  full  and  open  competition  in  certain  cases  when  acquiring  space  for  the 
continued  occupancy  of  space  by  Federal  agencies.  The  proposal  is  directed  at  leases  for  large 
blocks  of  space  and  would  authorize  the  use  of  other  than  competitive  procedures  for  the 
continued  occupancy  of  space  in  buildings  to  house  Federal  agencies:  (1)  when  a  determination  is 
made  that  the  occupant  agencies  have  a  continuing  need  for  the  space,  (2)  the  space  meets  the 
needs  of  the  agencies,  and  (3)  the  incumbent  lessor  is  willing  to  continue  to  provide  the  space  at  a 
fair  market  price.  The  fair  market  price  would  be  established  by  the  Goverrunent  based  on  a 
market  survey  or  an  appraisal  conducted  in  accordance  with  generally  accepted  real  property 
appraisal  procedures. 

Currently,  where  an  agency's  needs  continue  beyond  the  term  of  an  existing  lease,  the 
Government  must  recompete  the  requirement  unless  a  specific  justification  for  using  other  than 
competitive  procedures  exists  and  is  approved.  This  statutory  obligation  presents  special 
problems  when  applied  to  leasehold  interests  in  real  property. 

When  the  Government  acquires  a  new  leasehold  interest  in  real  property  to  house  an  agency,  it 
incurs  costs  to  alter  the  space  to  meet  the  specific  needs  of  the  occupant  agency,  to  provide  space 
that  is  accessible  to  the  physically  handicapped  and  to  provide  a  safe  and  healthful  working 
environment  for  Federal  employees.  Our  experience  is  that  these  costs  are  significant  and  have  to 
be  incurred  again  if  the  occupying  agency  is  subsequently  moved  to  other  space  upon  expiration 
of  the  lease.  Generally,  these  costs  are  so  substantial  as  to  give  the  existing  lessor  a  significant 
competitive  advantage  which  competing  contractors  usually  cannot  overcome  in  any  subsequent 
reprocurement.  Therefore,  no  meaningful  competition  is  produced  by  the  process. 

The  process  of  developing  the  Government's  requirements,  conducting  the  market  survey, 
inspecting  available  buildings,  obtaining  appraisals,  negotiating  with  offerors,  awarding  the  lease, 
developing  plans  and  specifications  for  altering  the  space,  installing  telecommunications 
equipment,  and  moving  the  agency  is  a  lengthy,  resource  intensive,  complex  and  expensive 
process.  In  addition,  there  are  other  effects  of  the  relocation  of  an  agency.  For  example,  moving 
an  agency  from  one  location  to  another  disrupts  the  agency's  operations,  inconveniences  both  the 
public  served  and  the  Federal  employees,  and  may  adversely  affect  the  economic  development  and 
employment  opportunities  in  the  local  community. 

The  authority  to  use  other  than  competitive  procedures  for  leasing  space  in  such  cases  would  also 
provide  a  tool  that  GSA  can  use  to  renegotiate  leases  in  markets  where  rates  have  fallen  since  the 
lease  was  awarded.  To  achieve  lower  rents  through  renegotiation  of  leases  the  Government  has 
to  have  something  with  which  to  bargain.  Of^en  times  in  such  situations  an  extension  of  the  lease 
will  prove  to  be  an  effective  bargaining  chip  that  will  allow  the  Government  to  save  taxpayers' 
dollars  through  the  negotiation  of  rental  reductions.  In  falling  markets,  lessors  do  not  want  to 
lose  tenants  and  have  vacant  space  that  may  be  difficult  to  release.  This  authority,  if  enacted,  will 
provide  a  powerful  tool  that  can  be  used  to  save  taxpayers'  dollars. 
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What  effect  has  the  "1994  Federal  Acquisition  Streamlining  Act"  had  on  GSA's  lease 
acquisition  activities? 

It  is  too  early  to  evaluate  the  operational  effect  of  the  Federal  Acquisition  Streamlining  Act 
(FASA)  on  the  leasing  process.    As  you  know,  FASA  made  significant  changes  in  the  Federal 
procurement  process.  The  process  of  implementing  FASA  is  no  small  undertaking.  GSA  has 
been  actively  working  since  the  enactment  of  FASA  to  implement  the  various  provisions  of  the 
law  including  those  affecting  the  lease  acquisition  process. 

GSA  published  a  proposed  rule  that  would  revise  the  GSA  Acquisition  Regulation  to  implement 
FASA  for  the  acquisition  of  leasehold  interests  in  real  property  in  the  Federal  Register  on 
April  20,  1995,  and  invited  comments.    The  comment  period  closed  on  June  19,  1995.  We  have 
just  completed  our  evaluation  of  the  comments  and  finalized  the  rule  that  we  expect  to  submit 
within  the  next  few  days  to  0MB  for  approval  prior  to  publication  in  the  Federal  Register. 

GSA  believes  that  the  primary  effect  of  FASA  will  be  felt  in  acquiring  small  blocks  of  space.  As 
you  know,  FASA  authorized  GSA  to  establish  simplified  acquisition  procedures  for  leases  with  an 
average  annual  rental  of  $100,000  or  less.  GSA  believes  that  the  new  simplified  procedures  will 
allow  us  to  respond  to  agencies  needs  for  small  blocks  of  space  in  a  more  timely  manner  while 
reducing  the  administrative  costs  for  GSA  and  the  agencies.  The  new  process  will  be  simpler  and 
is  closer  to  commercial  practice.  The  effect  should  be  significant  because  65  to  70  percent  of  our 
lease  actions  fall  below  the  threshold  for  use  of  simplified  procedures.  These  actions,  however, 
only  represent  12  to  15  percent  of  the  dollars  obligated  for  rent  annually. 


Going  back  a  bit  now  to  a  1989  GAO  report  entitled:  Increased  Ownership  Would  Result 
in  Significant  Savings.  ...the  report  found  that  GSA  could  realize  significant  cost  savings  if 
it  converted  roughly  one-fourth  of  its  leased  space  to  ownership.  Since  that  time,  what 
success  has  GSA  had  in  converting  leased  space  to  owned  space? 

What  is  the  ratio  of  leased  versus  owned  space? 

Has  GSA  identified  goals  for  converting  leased  space  to  owned? 

Can  anything  be  done  about  the  budget  scorekeeping  rules  that  favor  operating  leases  over 
acquisition? 

In  fiscal  year  1995,  GSA  proposed  the  Acquisition  of  Facilities  Program.  This  program  was 
designed  to  address  the  long-term  cost  advantages  of  increased  ownership.  The  program, 
although  fully  authorized  in  the  Senate  and  partially  authorized  in  the  House,  was  not  funded  by 
the  Appropriations  Committees.  In  the  present  environment  where  large-scale  Federal 
downsizing  is  being  proposed,  GSA  recommends  that  until  this  review  of  agency  requirements  is 
completed,  no  general  conversion  from  leased  to  owned  facilities  should  occur. 


28 


Currently  the  ratio  of  leased  versus  owned  space  is  52  to  48  percent  nationwide.  With  the  effects 
of  Reinventing  Government  II  (REGO  II)  and  downsizing,  we  anticipate  the  leased  inventory 
shrinking  as  we  move  downsized  agencies  out  of  leased  space  into  Government  owned  space. 

GSA  is  authorized  to  pursue  a  Building  Purchase  Program  and  an  Acquisition  of  Facilities 
Program,  both  designed  to  allow  the  GSA  the  maximum  flexibility  possible  to  take  advantage  of 
favorable  market  conditions  and  purchase  buildings  to  increase  Government  ownership  and 
decrease  leased  space.  Unfortunately,  these  initiatives  have  not  been  funded  in  recent  years.  In 
the  meantime,  GSA  will  be  focusing  its  efforts  on  recapturing  space  vacant  as  a  result  of 
REGO  n,  and  moving  agencies  from  leased  space  to  Government  owned  wherever  possible. 

The  scoring  rules  could  bias  decisions  toward  operating  leases  by  encouraging  agencies  to 
improperly  use  short  term  leases  when  they  intend  to  use  an  asset  over  the  long  term.  To  offset 
this  potential  for  bias  the  Administration  has  established  a  process  to  identify  long-term  capital 
investment  needs  across  agencies  and  try  to  ensure  that  adequate  funding  is  allocated  for  these 
needed  investments. 

Much  is  made  about  the  Public  Buildings  Service  reinventing  itself  to  look  more  like  its 
private  sector  counterparts.  We  hear  that  it  will  be  easier  to  compare  PBS  performance  to 
the  performance  of  the  more  successful  private  sector  actors. 

What  does  this  mean? 

What  are  3  identifiable  results  that  you  hope  to  achieve? 

The  Public  Buildings  Service  (PBS)  reinvented  itself  by  implementing  a  new  structure  organized 
by  product  or  Business  Lines.  Prior  to  our  reinvention,  PBS  was  organized  by  functional 
specialty  (e.g.,  contracting,  architectural  and  engineering  services)  and  looked  at  itself  as  one 
profit  center.  Any  single  product  or  service  (e.g.  operate  a  building)  required  contributions  from 
many  parts  of  the  organization.  This  made  it  difficult  for  customers  to  track  accountability  for  the 
delivery  of  products  and  services.  It  also  made  it  difficult  for  PBS  to  judge  its  own  financial  and 
program  performance.  Because  our  new  structure  is  organized  by  Business  Line,  with  easily 
identifiable  private  sector  counterparts,  PBS  will  be  better  able  to  judge  its  performance  with  the 
private  sector.  In  addition,  accountability  for  the  delivery  of  each  product  and  service  will  be 
clear. 

Because  we  are  structured  to  look  more  like  our  private  sector  counterparts  (i.e.  along  product 
lines),  1)  our  organization  is  less  confusing  to  our  customers  and  encourages  accountability,  2)  we 
are  able  to  compare  our  financial  and  program  performance  to  our  private  sector  counterparts, 
and  3)  our  Business  Lines  have  full  responsibility  for  the  delivery  of  their  products  and  services, 
and  consequently,  will  have  a  much  greater  incentive  to  improve  their  business  processes 
dramatically  in  the  areas  of  quality,  cycle  time,  and  cost. 
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Mr.  Kenneth  Kimbrough,  your  able  Commissioner  at  PBS  testifled  before  the  House 
Transportation  and  Infrastructure  Committee  in  March  that,  "...given  the  requirements  of 
the  Judiciary,  our  new  construction  program  will  be  limited,  over  the  next  years,  to  the 
construction  of  court  facilities,  border  station  facilities,  other  special  requirement  facilities, 
and  some  limited  headquarters  type  facilities."  He  goes  on  to  say  that  GSA  will  be  looking 
to  the  local  markets  to  provide  general  purpose  office  space  and  that  GSA  will  make  use  of 
other  acquisition  methods. 

I  have  two  questions  here  for  either  you  or  Mr.  Kimbrough: 

1.  Are  the  overall  needs  and  priorities  such  that  courthouses  are  essentially  the  only  new 
construction  items  being  budgeted  for  anymore? 

2.  Because  of  Federal  budget  constraints  and  scoring  rules,  what  convinces  you  that  you'll 
have  success  in  making  use  of  building  acquisition  methods? 

While  courts  projects  make  up  a  large  percentage  of  GSA's  proposed  program,  they  are  not  its 
sole  focus.  GSA  formulates  its  long-range  facility  plans  based  upon  the  needs  of  all  of  its  client 
agencies.  This  is  reflected  in  the  fiscal  year  1996  Capital  Investment  and  Leasing  Program,  where 
authority  was  requested  for  6  border  stations,  site  preparation  for  the  Southeast  Federal  Center 
and  the  Corps  of  Engineers  Headquarters  Building,  and  five  special  purpose  facilities:  the  FDA 
Consolidation  Project;  the  VA  Annex  in  Austin,  Texas;  the  Foreign  Science  Technology  Center  in 
Charlottesville,  Virginia;  and  the  IRS  Center  in  Martinsburg,  West  Virginia 

Budget  constraints  on  Federal  ownership  make  it  difficult  to  make  a  case  for  Federal  ownership  of 
facilities  that  are  primarily  devoted  to  office  space.  However,  the  unavailability  of  special  purpose 
space  in  the  real  estate  market  and  the  continuing  need  for  court  space  make  it  important  that 
funding  be  available  to  construct  facilities  to  meet  these  special  purpose  needs.  With  the  efifects 
of  REGO  n  and  downsizing,  we  anticipate  the  reduction  in  a  need  for  general  purpose  office 
space.  In  the  future,  authority  to  acquire  space  to  meet  these  needs  will  be  sought  from  Congress. 
The  current  scoring  of  each  acquisition  method  is  consistent  with  the  Federal  Accounting 
Standards  Board  rules  for  accounting  for  various  forms  of  acquisition. 
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GSA  is  required  by  the  Energy  Policy  Act  of  1992  to  implement  an  energy  retroflt  program 
to  increase  equipment  efTiciency.  You  are  likewise  required  under  the  1990  Clean  Air  Act 
Amendments  to  conduct  Chloroduorocarbon  (CFC)  replacement 

If  the  much  talked  about  rescission  bill  is  enacted,  both  of  these  programs  will  take  a  big  hit 
for  fiscal  year  1995. 

Why  has  it  taken  so  long  for  this  money  to  be  obligated  and  will  the  Administration 
resubmit  these  requests  in  future  budgets? 

The  acquisition  process  for  both  Chlorofluorocarbon  (CFC)  replacements  and  energy  retrofit 
projects  takes  about  six  months.  At  the  six  month  point  this  year  (March  31,  1995),  Congress  had 
already  made  significant  progress  on  a  rescission  bill  and  GSA  made  plans  to  scale  back  its 
planned  obligations  in  both  programs.  By  early  May  1995,  it  became  clear  that  the  rescission  bill 
might  eliminate  funding  for  energy  retrofit  projects  and  more  severely  reduce  funding  for  our  CFC 
efforts.  Accordingly,  GSA  issued  instructions  to  its  regions  to  defer  making  any  further  contract 
awards  until  a  final  rescission  was  enacted. 

GSA  will  resubmit  funding  requests  for  energy  conservation  and  CFC  replacements  in  its  fiscal 
year  1997  budget  request.  We  are  required  to  meet  the  provisions  of  the  Energy  Policy  Act,  but 
just  as  important,  we  believe  there  are  still  cost  effective  conservation  retrofit  projects  that  have  a 
20  percent  return  on  investment.  These  projects  help  us  to  reduce  costs,  while  improving  the 
quality  of  the  workspace  we  provide  to  our  Federal  tenants. 

We  will  also  resubmit  funding  requests  for  our  CFC  replacement  effort  in  our  fiscal  year  1997 
budget  request.  Clean  Air  Act  amendments  notwithstanding,  GSA  buildings  have  aging  chiller 
plants,  many  of  which  are  past  their  useflil  life.  We  need  to  proceed  with  the  orderly  replacement 
of  these  aging  plants  to  ensure  that  our  buildings  remain  serviceable  to  tenants  during  future  air- 
conditioning  seasons. 
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Questions  Submitted  to  GSA 
BY  THE  Honorable  John  W.  Warner 


■♦■ 


Mr.  Administrator,  we  have  exchanged  much  correspondence  on  the  subject  of  the  FDA 
consolidation,  wherein  I  expressed  deep  skepticism  that  the  government  was  not  taking  full 
advantage  of  its  assets  and  was  spending  hundreds  of  millions  of  dollars  unnecessarily  on 
this  project.  You  have  indicated  that  considerable  savings  could  be  achieved  on  this 
project,  and  that  you  would  conduct  an  evaluation  of  the  White  Oak  site  for  the  purpose  of 
housing  the  FDA,  and  develop  a  report  by  June. 

Can  you  give  the  Committee  a  status  report  on  the  FDA  consolidation,  describing  your 
efforts  to  "right-size"  this  project  and  the  sums  of  taxpayer  dollars  you  can  save? 

When  will  you  be  prepared  to  brief  the  Committee  on  your  evaluation  of  the  White  Oak 
site,  or  any  other  Federally  owned  sites  which  might  be  a  suitable  no-cost  alternative  for 
the  FDA? 

Do  I  have  your  commitment  that  this  consolidation  will  not  proceed  at  the  Clarksburg  site? 

Over  the  past  several  months,  GSA  has  thoroughly  reviewed  the  FDA  consolidation  project, 
looking  for  opportunities  to  reduce  the  facilities'  requirements  and  the  overall  cost  of  the  project. 
With  FDA's  help  and  cooperation,  we  have  been  very  successful  in  achieving  these  goals,  and 
assessing  the  overall  suitability  of  the  White  Oak  site  for  FDA  consolidation. 

In  early  1994,  the  Administration  approved  a  GS A/FDA  consolidation  plan  for  FDA  that  GSA 
estimated  would  cost  $890  million.  Subsequently,  GSA  conducted  a  Time-Out  and  Review, 
reducing  the  costs  for  the  project  to  $810  million.  Since  then  GSA  and  FDA  have  been  working 
together  to  identify  future  reductions  in  acreage,  square  footage  and  further  savings  through 
"right  sizing"  of  the  agency  and  the  associated  facilities  requirements.  The  "Revised  Plan" 
reduces  the  FDA  consolidation  project,  resulting  in  the  following: 

•  A  more  compressed  layout  with  combined  buildings  results  in  smaller  sites,  less  building 
footprint  and  less  site  construction: 

•  A  generic  smaller  lab  size  and  researcher's  offices  smaller  in  size,  results  in  reduced  building 
size: 

•  A  shift  to  an  integrated,  interdisciplinary  approach  to  research  allows  a  more  efficient  use  of 
costly  laboratory  space  and  reduces  building  size: 


32 


10 


•  The  dependency  on  neighbchood  infrastructure  such  as  restaurants,  fire  companies,  and 
public  transportation  reduces  need  for  support  and  "shared  use"  buildings:  and 

•  A  reduction  in  the  ratio  of  the  laboratory  to  office  workers  results  in  a  significant  savings  in 
both  space  and  building  costs. 

The  "Revised  Plan"  resulting  from  this  evaluation  reduced: 

•  the  total  acreage  requirements  from  350  acres  to  1 50  acres  (representing  a  43  percent 
reduction)  in  Montgomery  County,  and  from  100  acres  to  35  acres  (representing  a  35  percent 
reduction)  in  Prince  George's  County; 

•  the  total  space  requirements  from  3.5  million  square  feet  to  2.5  million  square  feet 
(representing  a  30  percent  reduction),  and 

•  the  overall  project  cost  from  the  $810  million  (Time-Out  and  Review  Budget)  to  S600  million 
(representing  a  26  percent  reduction  in  project  cost). 

The  "Revised  Plan"  represents  a  $2  billion  savings  (nominal  dollars)  over  30  years  versus  the 
status  quo  leasing  alternative. 

The  site  evaluation  of  the  White  Oak  site  has  been  completed.  You  have  GSA's  commitment  that 
a  final  site  selection  will  not  occur  until  the  Committee  and  the  Administration  have  been  briefed. 


The  Committee  intended  to  take  testimony  in  April  on  the  Administration's  plans  for 
housing  the  U.S.  Patent  and  Trademark  OfTice  (PTO).  The  Committee  is  aware  that 
meetings  took  place  among  PTO,  GSA  and  the  Oflice  of  Management  and  Budget  (OMB). 
regarding  a  prospectus  for  PTO.  What  is  the  status  of  those  efforts? 

Why  has  it  taken  so  long  to  respond  to  a  space  need  which  we  have  known  about  for  some 
time? 

When  can  we  expect  to  see  a  prospectus  for  PTO? 

In  your  opinion  what  is  the  effect  of  the  current  budget  discussions  on  housing  PTO? 

A  lease  prospectus  for  PTO  was  submitted  to  the  Congress  on  July  18,  1995.  GSA,  PTO,  and 
OMB  worked  diligently  to  determine  a  cost  effective  method  to  house  PTO.  Considering  the 
large  requirement  a  significant  amount  of  review  and  refining  of  the  prospectus  was  required. 
Because  of  PTO' s  efforts  to  reduce  its  reliance  on  paper  through  automation  and  the  dynamic 
nature  of  technology,  which  may  change  the  way  PTO  uses  its  space,  it  is  not  clear  that  PTO's 
current  space  requirements  will  be  needed  over  the  long  run.  As  there  is  no  Government  owned 
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space  available  to  meet  PTO's  current  needs,  an  operating  lease  is  considered  the  most  cost 
effective  and  appropriate  method  of  satisfying  the  agency's  current  space  requirement. 


The  current  prospectuses  we  have  berore  us  for  flscal  year  1995  and  flscal  year  1996  total 
$1.22  billion  —  however  the  House  recently  only  approved  $380  million  for  new 
construction  for  Fiscal  Year  1996,  none  of  which  was  for  courthouse  projects.  In  light  of 
the  large  differential  in  these  dollar  Tigures  and  the  criteria  which  I  have  presented  to  you 
in  my  opening  statement,  can  you  enlighten  the  Subcommittee  as  to  how  you  believe  we 
should  proceed? 

GSA  has  woriced  hard  to  operate  within  the  current  restrained  budget  climate  and  has  prepared  a 
program  that  represents  our  clients'  most  urgent  needs.  If  the  budget  target  is  further  reduced  for 
Fiscal  Year  1996  and  future  years.  Congress  is  faced  with  difficult  choices  among 
competing  capital  investment  needs.  In  general,  GSA  recommends  the  authorization  and  funding 
of  repair  and  alterations  projects  before  new  construction  projects.  If  we  do  not  continue  to 
invest  in  our  owned  inventory,  we  will  not  be  responsible  stewards  of  valuable  Federal  assets.  In 
addition,  GSA  recommends  the  authorization  and  funding  of  construction  for  those  projects  that 
were  previously  authorized  for  design,  over  "new  starts."  To  eliminate  or  defer  the  continuation 
of  these  projects  will  cause  the  government  to  incur  substantial  costs  in  delay  or  breech  of 
contract  claims.  Finally,  we  recommend  that  projects  with  no  other  viable  alternatives  be 
authorized  to  proceed.  Federal  agencies  must  be  housed  in  order  to  perform  their  missions.  It 
would  not  be  in  the  best  interest  of  the  Government  should  a  situation  arise  where  an  agency  is 
left  without  adequate  housing.  Most  of  our  lease  prospectuses  fall  into  that  category. 


The  Committee  is  aware  that  GSA  has  been  evaluating  those  GSA  functions  to  determine 
which  might  be  suitable  for  privatization,  or  for  GSA  to  make  greater  use  of  private  sector 
services.  Can  you  describe  this  process,  and  tell  the  committee  whether  the  analyses 
performed  by  Arthur  Andersen  to  date  have  been  useful  or  shown  the  potential  for 
cost-savings  to  the  taxpayer? 

GSA  established  the  Operations  Review  Group  (ORG)  in  January  1995.  The  group's  central  task 
is  to  create  the  Federal  Operations  Review  Model  (FORM)  to  test  each  of  GSA's  business 
activities  to  determine  the  most  cost-effective  method  of  ownership,  management  and  operations. 
The  process  was  created  by  GSA  with  Arthur  Andersen's  advice,  and  is  being  used  with  their 
guidance.  The  analyses  underway  are  being  performed  by  GSA  employees,  with  Arthur  Andersen 
providing  input  as  a  consultant  in  the  area  of  business  analysis. 

The  FORM  is  a  flow  chart  representing  the  process  being  used  to  analyze  GSA's  Business  Lines. 
It  provides  a  logical,  rational,  consistent  method  for  review,  to  be  used  by  Business  Line  Teams, 
as  a  framework  for  each  individual  analysis.  It  functions  as  a  template,  and  is  not  intended  to  be 
all-encompassing:  analyses  are  tailored  to  "fit"  a  particular  business  activity. 
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The  template  moves  the  Business  Line  through  a  series  of  decision  points  that  lead  to  the 
"Perform  Analysis"  stage  (Pha^e  I).  In  that  analysis,  the  Business  Line: 

•  Develops  a  "base  case"  —  inventory  of  financial  costs,  identification  of  critical  elements  of 
mission,  key  performance  indicators,  and  workload; 

•  Develops  internal  benchmarks; 

•  Conducts  an  Industry  Roundtable; 

•  Surveys  its  customers; 

•  Incorporates  private  sector  benchmarks; 

•  Identifies  and  understands  differences  between  benchmarks  ("deltas"); 

•  Reviews  the  ten  options  and  selects  appropriate  paths  for  its  analysis; 

•  Completes  the  in-depth  costing  of  selected  options;  and 

•  Produces  Phase  I  preliminary  financial  results. 

The  resultant  draft  Phase  I  report  is  reviewed  by  GSA's  Inspector  General,  and,  in  its  final  form, 
is  accompanied  by  a  letter  from  Arthur  Andersen  attesting  to  the  validity  of  the  analytic  process. 

Phase  I  of  the  FORM  analysis  produces  preliminary  financial  results  for  the  in-depth  costing  of 
options  selected.  Those  financial  results  are  then  subjected  to  Phase  II  of  the  FORM  process, 
which  has  been  characterized  as  "factoring  in  other  considerations."  Activities  in  this  phase 
include: 

•  Strategic  "bundling"  considerations:  looking  at  combinations  of  multiple  Business  Lines  or 
Business  Line  activities  for  "synergistic"  value. 

•  Initial  ranking  of  options  from  a  financial  standpoint. 

•  Consideration  of  human  resource  and  employee  issues:  organizational  impact  of  reductions  in 
force,  the  constraints  that  result  from  Civil  Service  regulations,  etc. 

•  Financial  impact  of  employee  issues:  the  costs  associated  with  reduction  in  force,  retraining, 
productivity  loss,  etc. 

•  Public  policy  implications:  0MB,  White  House,  Congressional  interests  and  agendas;  effects 
of  changes  for  carrying  out  social,  legislative  and  regulatory  objectives,  etc. 

•  Other  considerations:  loss  of  centralized  expertise  and  corporate  knowledge  as  it  relates  to 
each  specific  Business  Line,  etc. 

•  Final  ranking  of  options:  prioritizing  alternatives  after  considering  all  factors. 

•  Recommendations:  selection  of  most  feasible  option  and  development  of  course  of  action  (to 
be  presented  to  0MB  and  Congress  for  potential  implementation). 

•  Implementation  Plan:  strategy  for  accomplishing  recommendation,  and  action  (technically. 
Phase  III) 

In  addition,  if  the  Phase  I  analysis  has  identified  short-term,  interim  improvements,  and  action  has 
been  taken,  the  effects  of  those  improvements  will  be  taken  into  consideration  during  Phase  11. 

None  of  the  Business  Line  analyses  have  been  finalized  lo  date,  but  the  analyses  already  have 
begun  to  provide  usefiil  information  regarding  how  we  do  business,  where  our  strengths  lie,  and 
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where  we  have  room  for  improvement  and  for  potential  savings  to  the  taxpayer.  As  the  process 
continues,  we  will  be  able  to  identify  ways  in  which  we  can  improve  the  means  through  which  the 
government  provides  those  services  and  products  for  which  GSA  is  responsible. 


In  its  review  of  the  commercial  brokerage  and  leasing  functions,  I  am  told  that  Arthur 
Andersen  focused  not  on  reducing  the  $2.5  billion  which  GSA  currently  spends  annually  on 
leasing,  but  only  on  the  amount  GSA  spends  to  run  leasing  programs.  Should  not  the  focus 
of  such  analysis  be  on  reducing  the  Billions  we  spend  for  leases? 

Does  the  GSA  have  any  plans  to  work  with  the  private  sector  in  this  area,  by  large-scale 
out-sourcing  of  this  function,  or  by  piloting  test  projects  to  see  what  can  be  achieved?  I 
believe  the  Committee  would  be  interested  in  exploring  this  idea  further. 

The  Arthur  Andersen  (AA)  contract  with  GSA  specifically  required  AA  to  assist  the  various  GSA 
offices  in  analyzing  the  functions  of  the  individual  Business  Lines  under  the  parameters  of  the 
Federal  Operations  Review  Model  (FORM).  The  FORM  analysis  was  directed  at  a  review  of  the 
cost  of  the  operations  required  to  execute  a  program.  In  the  case  of  the  Office  of  Commercial 
Broker  it  thus  focused  on  the  operations  required  to  deliver  Commercial  Broker  services  as 
compared  to  the  cost  of  the  private  sector  delivering  similar  services.  It  was  recognized  that  the 
FORM  analysis  did  not  address  the  $2.3  billion  spent  annually  on  leases,  and  we  have  initiated  a 
separate  review  to  study  private  sector  practices  and  develop  appropriate  strategies  for  reducing 
lease  rents.  We  expect  the  review  to  be  completed  around  the  first  of  the  fiscal  year. 

The  FORM  analysis  for  Commercial  Broker  highlighted  two  areas  to  be  explored  for  potential 
cost  savings  through  outsourcing  to  the  private  sector.    The  areas  being  considered  are  lease 
administration  services  and  lease  acquisition  services  for  leases  under  10,000  square  feet.  We 
would  be  pleased  to  provide  the  committee  with  further  details  as  we  proceed  on  development  of 
these  pilots. 


Also,  my  staff  received  a  copy  of  a  draft  study  entitled,  "Restructuring  the  Federal  Supply 
Service  General  Services  Administration  as  a  Government  corporation."  This  looks  like  an 
interesting  approach  to  privatization.  Could  this  be  further  developed  and  presented  as  a 
formal  proposal? 

The  Federal  Supply  Service  (FSS)  began  looking  at  this  option  in  response  to  the  Administrator's 
Reinventing  Government  II  (REGO  II)  initiative  in  December  1994.  Subsequently,  the 
Administrator  established  the  Federal  Operations  Review  Model  (FORM)  Business  Line  review 
process  that  has  since  overtaken  earlier  analyses.  The  FORM  process  is  being  used  by  all  GSA 
Business  Lines  to  determine  if  a  service  or  activity  could  be  done  more  cost-effectively  by  the 
private  sector,  by  a  central  management  agency,  by  other  Government  agencies,  or  by  a 
Government  corporation  or  Employee  Stock  Ownership  Plan.  As  described  earlier  with  regard  to 
Phase  I  and  Phase  II  of  the  FORM  process,  the  restructuring  of  the  FSS  as  a  corporation  will  be 
considered. 
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Questions  Submitted  to  GSA 
BY  THE  Honorable  Bob  Graham 


If  Congress  were  to  more  directly  become  involved  in  the  process  of  planning  and 
prioritizing  for  Federal  buildings,  in  your  opinion,  what  aspects  would  be  appropriate  for 
Congress  to  focus  on  and  what  elements  would  constitute  an  inappropriate 
micromanagement  of  GSA's  operations? 

In  my  opinion,  it  is  appropriate  for  Congress,  which  represents  the  interests  of  the  American 
taxpayer,  to  establish  broad  principles,  priorities  and  spending  targets  for  the  government's  capital 
investment  in  Federal  buildings,  and  to  evaluate  capital  investment  plans  and  proposals  in  light  of 
these  principles.  In  his  March  29,  1995,  letter  to  Senator  Chafee,  Senator  Warner  proposed  a  set 
of  principles  and  priorities  that  the  Subcommittee  on  Transportation  and  Infrastructure  would 
focus  on  when  evaluating  GSA's  proposed  capital  investments.  This  is  an  excellent  example  of 
what  I  would  consider  to  be  an  appropriate  focus  for  Congress. 

It  is  GSA's  responsibility  to  present  a  proposed  capital  investment  program  that  meets  the  broad 
principles  and  priorities  established  by  Congress.  If  the  proposed  program  meets  this  test  and  can 
be  accomplished  within  established  spending  targets,  I  would  suggest  that  it  should  be  authorized 
without  any  substantial  fine-tuning  or  reprioritization  of  individual  projects,  and  without  the 
addition  of  projects  that  were  not  subject  to  GSA's  capital  investment  planning  process. 


How  does  GSA  assess  urgency  of  need? 

The  assessment  of  need  is  a  subjective  process,  and  often  difficult  to  quantify.  When  GSA 
evaluates  the  need  for  individual  projects,  it  will  consider  the  consequences  of  not  proceeding 
with  the  project  as  part  of  its  analysis. 

In  the  repairs  and  alterations  program,  the  highest  priority  is  given  to  correcting  conditions  that 
pose  a  risk  to  the  safety  and  health  of  building  tenants  and  visitors,  because  delayed  action  could 
result  in  the  most  serious  consequences.  High  priority  is  also  given  to  projects  that  repair  or 
replace  obsolete  or  defective  building  systems,  in  order  to  protect  the  government's  investment  in 
the  asset  and  extend  its  useful  life. 
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In  the  construction  and  acquisition  program,  the  highest  priority  is  given  to  addressing  the 
housing  needs  of  Federal  agencies  where  those  needs  either  cannot  be  met  in  leased  space,  or 
should  not  be  met  in  leased  space  due  to  a  substantial  cost  differential.  Examples  include 
courthouses  and  courthouse  annexes,  border  stations,  and  other  special  purpose  space.  Within 
those  categories  GSA  also  prioritizes  the  urgency  of  need.  For  example,  the  border  inspection 
agencies  (e.g.  Customs,  INS  and  USDA)  annually  prepare  a  prioritized  "Top  Ten"  list  of  border 
locations  that  require  capital  investment. 


Could  the  GSA,  when  planning  for  future  construction  of  Federal  office  spaces  (including 
courthouses),  plan  in  a  manner  that  is  matched  with  long-term  projected  requirements? 
For  example,  in  areas  which  anticipate  heavy  and  sustained  growth,  it  seems  that  it  would 
be  reasonable  and  desirable  to  plan  for  the  development  of  facilities  which  will 
accommodate  projected  growth  needs  so  that  another  state  of  urgent  need  is  not 
encountered  only  a  few  years  after  a  facility  is  constructed. 

As  part  of  GSA' s  capital  investment  planning  process,  its  regions  submit  recommended  projects 
that  are  based  upon  specific  community  plans,  which  outline  local  demographic  and  trend  data  as 
well  as  community  housing  strategies    Proposed  projects  must  be  consistent  wit  the  overall 
community  housing  strategy  and  addresses  criteria  such  as: 

•  Government-owned  vs.  leased  space  ratios; 

•  Long-term  housing  needs; 

•  Expiring  leases  vs.  timing  of  construction;  and 

•  Projected  growth,  stability  or  shrinkage  of  Federal  population. 

GSA  plans  for  the  development  of  facilities  that  will  accommodate  projected  growth  needs,  in 
those  cases  where  future  growth  is  reasonably  certain. 


To  what  extent  does  the  GSA  consider  the  effects  on  local  property  tax  base  when  deciding 
whether  to  rent  or  buy  property? 

During  the  planning  process  for  any  prospectus  level  project,  GSA  develops  a  thorough 
Economic  Analysis  for  each  alternative  being  considered.  Incorporated  in  that  analysis  is  the  local 
property  tax  that  would  be  ascribed  to  the  alternative  if  it  were  not  a  Federal  project.  This  serves 
to  make  the  economic  elements  of  each  alternative  as  equal  as  possible  so  that  the  advantage  of 
each  alternative  can  be  more  cleariy  demonstrated.  The  alternative  then  chosen  represents  the 
best  fiscally  responsible  choice  for  the  Federal  government,  the  client  agency  and  the  taxpayer. 


38 


16 


Does  the  GSA  have  any  current  leases  or  deeds  for  properties  located  in  distressed  areas  in 
the  District  of  Columbia? 

If  so,  was  improving  the  neighborhood  economy  a  consideration  of  the  GSA  when  deciding 
to  buy  or  rent  in  the  District? 

GSA's  major  piece  of  property  in  what  might  be  classified  as  a  distressed  area  of  the  District  of 
Columbia  is  the  55-acre,  urban  waterfront  site  of  the  Southeast  Federal  Center  (SEFQ,  on  the 
Anacostia  River.  We  are  not  sure  what  the  Senator  classifies  as  distressed,  but  there  is 
considerable  public  housing  near  this  site,  areas  of  low  income,  and  not  many  sources  of  jobs  or 
economic  development. 

In  previous  years,  GSA  had  received  authorization  and  appropriations  to  proceed  with 
development  of  office  space  for  the  Corps  of  Engineers  and  GSA  at  this  site,  which  would  have 
provided  numerous  construction  jobs  and  other  economic  benefits.  These  projects  were  strongly 
supported  by  the  District  government.  National  Capital  Planning  Commission  (NCPC),  Federal 
City  Council  and  citizen  and  business  groups,  but  Congress  has  included  moneys  for  those 
projects  in  its  rescission  bill.  The  city  supported  GSA's  development  of  this  site,  as  it  believed 
other  economic  aaivity  would  be  stimulated  in  the  area  as  a  result. 

Improving  the  neighborhood  economy  was  one  of  the  reasons  GSA  supported  development  of  the 
SEFC,  but  more  importantly,  Federal  ownership  rather  than  extended  leasing  for  long-term 
agency  headquarters  need  would  achieve  significant  savings  for  the  American  citizen. 

Since  the  District  was  defined  as  the  "seat  of  government"  in  the  Constitution,  agency 
headquarters  were  situated  here  before  there  was  a  GSA.  GSA  has  endeavored  to  support  agency 
mission  for  the  national  headquarters  of  Cabinet  level  and  independent  agencies.  Those  mission- 
related  requirements  have  generally  been  the  deciding  factor  for  locations  in  the  District. 

Within  the  District,  the  NCPC  has  statutory  authority  to  approve  Federal  capital  projects.  In 
addition,  it  develops  policies  governing  Federal  facilities,  including  locations.  NCPC  has 
encouraged  agencies  to  locate  major  functions  within  the  Central  Employment  Area  (CEA),  as 
jointly  defined  by  NCPC  and  the  District  of  Columbia,  because  this  is  the  area  appropriately  zoned 
for  major  office  development.  They  have  tried  to  limit  the  infringement  of  office  development  on 
in-city  residential  neighborhoods.  In  addition,  the  CEA  is  well  served  by  Metro  and  other  transit, 
and  support  services.  Federal  employees  commuting  to  the  CEA  have  a  recognized  high  rate  of 
transit  usage,  which  benefits  regional  air  quality  and  lessens  the  burden  on  highways. 

For  several  years,  following  this  policy,  GSA  has  used  the  CEA  as  the  area  for  competing  leases 
within  the  District.  In  addition,  the  CEA  is  where  GSA  bought  sites  for  the  FBI  and  Secret 
Service  new  construction  projects.  NCPC  and  the  District  have  recently  approved  extensions  to 
the  CEA  which  take  in  new  areas,  chiefly  along  North  Capitol  Street,  near  the  SEFC,  and  a  new 
portion  southeast  of  the  Anacostia  River. 
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What  role  will  the  GSA  play  in  the  revitalization  of  the  District  of  Columbia? 

GSA  is  exploring  a  partnership  with  the  District  to  renovate  the  District  Building  and  have  partial 
Federal  tenancy  in  the  building.  In  addition,  GSA  continues  to  support  the  development  of  the 
Southeast  Federal  Center  as  a  means  of  achieving  substantial  long-term  savings  for  the  Federal 
government  and  contributing  to  the  revitalization  of  the  District.  GSA  has  participated  in 
planning  for  the  Monumental  Core  through  the  National  Capital  Planning  Commission.  We  will 
continue  to  take  an  active  role  in  public-private  partnerships  such  as  the  Anacostia  Waterfront 
Task  Force,  to  explore  other  common  areas  of  development  interest.  In  addition,  GSA's 
continuing  program  of  modernization  of  its  historic  assets,  such  as  the  buildings  in  the  Federal 
Triangle,  contribute  to  the  city  in  terms  both  of  construction  jobs  and  attractiveness  to  tourists. 


Does  the  GSA  grant  any  special  preferences  for  renting  or  buying  properties  in 
economically  distressed  areas? 

Location  decisions  are  generally  governed  by  Executive  Order  12072,  which  states  that,  "Federal 
facilities  and  Federal  use  of  space  in  urban  areas  shall  serve  to  strengthen  the  Nation 's  cities 
and  make  them  attractive  places  to  work.  "  The  Executive  Order  directs  GSA  to  give  first 
consideration  to  a  centralized  community  business  area,  except  in  those  cases  where  such  a 
selection  is  otherwise  prohibited. 


Under  current  enterprise  zone  proposals,  what  type  of  role  does  the  GSA  play? 

As  an  executive  branch  agency,  GSA's  primary  role  is  one  of  support.  That  support  includes,  but 
is  not  limited  to  the  following: 

•  Reinforcing  the  implementation  of  Executive  Order  12072,  Federal  Agency  locational  policy, 
which  provides  accessibility  of  Enterprise  Zones  (EZ's)  and  Enterprise  Communities  (EC's) 
residents  and  business  to  Government  Services. 

•  Providing  technical  expertise,  which  includes  realty  specialists,  procurement  specialists, 
disposal  specialists,  contract  specialists,  and  information  technology  (IT)  computer  specialists. 

•  Determining  the  appropriate  availability  through  existing  mechanisms  to  make  available  to  the 
EZ's  and  EC's  such  things  as  surplus  real  property,  furnishings,  vehicles  and  computer 
equipment. 

•  Providing  small  business  opportunities  for  minority  and  disadvantaged  firms  to  do  business 
with  us  through  our  Office  of  Enterprise  Development. 

•  OflFering  expertise  in  the  areas  of  childcare,  where  we  currently  operate  98  Federal  childcare 
centers  across  the  Country.  41  of  those  centers  have  cleared  a  national  certification  process 
through  the  National  Association  for  the  Education  of  Young  Children  (NAEYC). 
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Providing  expertise  in  telecommuting,  both  for  work  at  home  and  in  establishing  satellite 
centers.  GSA  is  the  lead  agency  for  the  Federal  Government  in  this  emerging  area  of  a  "new" 
way  to  work  which  is  family  friendly. 

Encouraging  private  sector  partnership  initiatives  in  EC/EZ  areas. 


41 

STATEMENT  OF  HON.  ROBERT  C.  BROOMFIELD,  FEDERAL 
JUDGE,  DISTRICT  OF  ARIZONA,  AND  CHAIRMAN,  U.S.  JUDI- 
CIAL CONFERENCE  COMMITTEE  ON  SECURITY,  SPACE  AND 
FACILITIES 

Judge  BROOMFIELD.  Thank  you,  Mr.  Chairman. 

I'm  Robert  Broomfield,  and  I'm  the  Chairman  of  the  Judiciary 
Security,  Space  and  Facilities  Committee. 

Senator  Warner.  We've  met  before. 

Judge  Broomfield.  We  have,  yes,  sir,  in  your  office.  And  I've 
met  on  several  occasions  with  Senator  Baucus  in  his  office  and  here 
in  this  room. 

Senator  Warner.  Well,  we  thank  you  for  undertaking  this  added 
public  service,  in  addition  to  your,  I'm  sure,  heavy  burden  in  judi- 
cial matters. 

Judge  Broomfield.  Well,  it's  interesting  to  participate  like  this, 
and  also  carry  a  full  load,  and  in  my  case,  be  a  chief  judge  of  a 
court.  It  makes  for  interesting  days,  or  evenings,  as  my  wife  is 
wont  to  say. 

Joining  me  is  Judge  James  Rosenbaum,  who  is  from  the  District 
of  Minnesota  and  is  the  chairman  of  one  of  the  subcommittees  of 
our  committee  dealing  with  space  planning,  and  is  really  dealing 
with  the  design  guide.  I'll  cover  that  in  a  moment  with  you,  if  I 
may.  And  also  Mr.  Gerry  Thacker,  who  is  assistant  director  of  the 
Administrative  Office  of  the  U.S.  Courts  in  this  security  and  space 
arena. 

The  two  of  you  sent  me  a  letter  and  asked  me  to  comment  on 
four  things.  And  I've  given  you  written  testimony. 

Senator  Warner.  We'll  put  that  into  the  record  in  its  entirety. 

Judge  Broomfield.  Thank  you.  Senator.  I'll  try  not  to  cover  ev- 
erything in  the  letter,  then,  but  cover  what  seems  to  me  is  appro- 
priate. We're  trying  to  contain  costs  in  as  prudent  and  as  reason- 
able a  way  as  we  think  is  appropriate,  and  try  to  be  responsible 
with  you,  with  the  public  and  the  public  uses  of  the  buildings  that 
we  occupy.  We  have  to  be  responsible,  I  believe,  in  this  area,  when 
you're  faced  with  limited  funds. 

Now,  with  respect  to  the  buildings  that  are  pending  in  the  1996 
bill  before  you,  GSA's  bill,  we  believe  the  need  for  them,  each  of 
them,  is  established  and  they  are  necessary.  Most  of  the  buildings, 
most  of  the  courthouses  that  are  out  there  were  built  in  the  De- 
pression era.  There  are  some  that  have  been  built  since  then,  but 
that's  when  the  great  bulk  of  buildings  for  the  Federal  Judiciary 
were  built.  Many  of  them  are  very  old.  Security  considerations 
abound.  And  there  are  a  variety  of  other  reasons  why  some  of  them 
need  to  be  replaced. 

But  the  principal  one  is  the  growing  case  load.  The  case  load  of 
the  Federal  Judiciary  has  just  gone  up  like  this  always.  Now, 
there's  blips  here  and  there.  And  it  really  went  up  in  a  dramatic 
fashion  on  the  1970's  and  1980's. 

And  much  of  the  growth,  and  I  think  many  people  don't  under- 
stand, is  not  necessarily  the  judges  and  the  courtrooms  they  oc- 
cupy. It  is  other  ancillary  space,  for  probation,  pretrial  services, 
clerk  of  the  court,  and  not  Judiciary  related,  but  an  executive 
branch  agency,  the  U.S.  Attorney  Office.  They  have  mushroomed  in 
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terms  of  the  amount  of  space  they  need,  as  Congress  has  decided 
in  its  wisdom,  that's  what  it  ought  to  do. 

And  also,  the  U.S.  Marshal  Service  has  increased  m  its  scope  and 
size  in  the  various  courthouses.  And  as  an  aside,  many  people  don't 
realize,  but  a  courthouse  is  sort  of  a  mini-jail.  The  Marshal  is  there 
with  jail  cells  in  the  basement  or  some  other  floor,  and  they  run 
them  up  and  down  to  the  various  court  rooms.  Well,  there  are  hold- 
ing cells.  So  it's  a  complex  sort  of  building. 

Now,  with  respect  to  the  pending  projects  for  1996,  they  ve  been 
studied  as  a  practical  matter  for  2  to  3  years.  I  don't  want  to  take 
a  whole  lot  of  time  here,  but  it  might  be  useful  if  I  might,  Senators, 
tell  you  briefly  about  the  process  that  it  follows,  at  least  from  a 
courthouse  point  of  view.  And  I  think  it  applies  with  a  Federal 
building  or  any  other  building  that  GSA's  involved  in. 

Someone  thinks  there's  a  need  for  something.  It  may  be  a  chiet 
judge  like  myself  in  a  district.  It  may  be  a  clerk  of  a  court.  It  may 
be  somebody  in  the  Department  of  Commerce  or  in  a  field  office. 
Or  GSA  may  see  a  need  for  some  space.  They  have  buildings  and 
they're  moving  people  out.  They  have  to  add  something  back  to  it. 
So  somebody  starts  that  process.  They  go  to  a  GSA  regional  office 
and  say,  here's  the  problem.  GSA  regional  office  then  looks  into  it. 
If  it  seems  to  make  sense,  they  decide  they  want  to  have  a  PDS, 
prospectus  development  study.  That  study  is  undertaken  by  GbA. 
If  it's  justified,  they  then  propose  a  prospectus  to  you. 

Actually,  it  doesn't  get  to  you  right  away.  It  goes  from  the  re- 
gional office  of  GSA  to  GSA's  main  office  here  in  Washington.  They 
then  prioritize,  decide  what  should  go  forward,  whether  it's  a  court- 
house or  whatever.  GSA  main  office  then  sends  it  to  0MB.  0MB 
then  decides  whether  they  will  let  GSA  send  it  to  you. 

We're  not  a  part  of  this  process.  They  consult  with  us  along  the 
way  but  we  don't  get  to  decide  whether  it  goes  to  0MB.  We  don  t 
get  to  decide,  when  0MB  gives  the  passback  to  GSA,  whats  in- 
cluded. ,  ,  ,        -.L  U     J 

GSA  then  gets  the  passback,  the  President  then  submits  a  budg- 
et to  you.  That's  how  you  get  it.  You  don't  get  it  from  us.  You  get 
if  from  the  executive  branch  of  Government,  the  President  And 
then  you  go  through  the  process  that  you  do  in  the  House  and  Sen- 
ate. That  process  takes  2  to  3  years  to  get  to  here.  Thats  how  all 
the  projects  that  are  before  you  now,  currently  there  are  31  ot 
them  I  know  that  some  of  them  are  courthouses,  but  certainly  not 
all  of  them,  and  that's  the  process  that's  undertaken.  So  the  need 
I  think  is  clearly  demonstrated. 

Senator  WARNER.  Seventeen,  I  believe,  are  courthouses,  18. 

Judge  Broomfield.  So  it's  slightly  more  than  half  the  total  num- 
ber, apparently.  i     i.         j 

That  process,  it  seems  to  me,  is  important  for  people  to  under- 
stand. What's  the  consequence  of  not  going  forward?  It  gets  to  the 
question  you  asked,  and  I'll  to  address  it  more  directly.  Well,  I  sup- 
pose the  answer  is,  if  you're  out  of  space,  then  GSA  would  have  to 

lease  space.  .        •       i.         i. 

And  leasing  space,  as  a  general  proposition,  is  going  to  cost  niore 
money,  cost  the  taxpayer  more  money  over  the  long  haul  than 
building  it.  So  one  has  to  take  that  into  account.  Obviously  there 
are  certain  kinds  of  uses  that  can  lend  itself  to  lease  space,  others 
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less  so.  And  you  can  decide  for  yourself  how  a  courthouse  fits  in 
that  sort  of  a  process. 

I  understand  with  respect  to  the  projects  that  are  before  you 
right  now  that  involve  courthouses — and  this  is  what  I  understand 
GSA  says — it  will  save  about  $220  million  over  the  lifetime  of  these 
buildings  to  build  the  buildings  instead  of  putting  the  uses  in 
leased  space.  I  think  that's  30  years  brought  down  to  present  value. 
That's  a  big  chunk  of  money  saved  by  proceeding  with  construction 
rather  than  leasing. 

Long  range  planning  came  up  in  one  of  the  questions.  The  Judici- 
ary has  been  involved  in  the  long  range  planning  process.  We  have 
been  since  January  1988,  because  the  Judicial  Conference  of  the 
United  States  directed  us  to.  I'm  not  aware  of  any  other  major 
agency  of  Government,  let  alone  a  branch  of  Government,  where  it 
has  planned  its  space  needs  in  such  detail. 

We  have.  We  finished  the  last  of  the  94  districts  in  January  of 
this  year.  There  is  a  long  range  space  plan — which  may  mean  we 
don't  need  space,  or  it  may  mean  we  do  need  space  in  every  single 
district  of  the  Federal  Judiciary — completed  in  January  of  this 
year. 

One  caveat  about  security,  I  wasn't  going  to  talk  much  about 
that,  and  you  raised  it,  Mr.  Chairman. 

Senator  Warner.  Let  me  just  interrupt  at  that  juncture.  Because 
my  opening  statement,  joined  in  by  the  ranking  member,  is  ac- 
knowledgement of  the  fact  that  the  Senate  as  a  whole  has  now 
given  us  instruction  of  30  percent.  That's  the  directive  that's  now 
controlling  the  Senate.  Help.  Where  am  I  going  to  get  it?  You're 
going  to  meet  in  September.  Should  I  wait  until  September? 

Judge  Broomfield.  Mr.  Chairman,  let  me  tell  you  what  I  would 
propose  and  what  I  would  like  to  do  first.  We  would  like  to  work 
with  you,  your  committee  and  the  committee  staff  on  the  problem. 

Senator  Warner.  Obviously  you  have  to  do  that,  because  we're 
the  ones  that  have  to  make  the  initial  decision  in  the  Senate. 

Judge  Broomfield.  Yes,  sir.  As  you  know,  the  governing  body  of 
the  Federal  Judiciary  is  the  Judicial  Conference.  It  meets  twice  a 
year,  in  March  and  September. 

Senator  Warner.  Right. 

Judge  Broomfield.  We  knew  this  issue  was  coming.  Indeed,  one 
of  the  House  committees  put  in  GSA's  appropriations  bill  last  year 
a  request  for  GSA  to  meet  with  us  to  prioritize.  So  I've  had  our 
committee  looking  into  that  very  question.  The  committee  had  a 
proposal  we  made  in  our  meeting  in  January,  and  I  presented  it 
to  the  Judicial  Conference  at  their  March  meeting  this  year.  The 
Judicial  Conference  approved  the  notion  of  going  forward  with  a 
listing  or  prioritization  of  Judiciary  projects,  and  told  me  to  have 
my  committee  look  into  it  further  and  come  back  with  a  more  de- 
tailed plan. 

Our  committee  met  in  June,  and  we  are  prepared  to  do  just  that. 
There  is  talk  about  a  5-year  roll-in  plan. 

Senator  WARNER.  When?  Before  the  September  meeting? 

Judge  Broomfield.  My  hope  is  to  do  just  that.  Senator.  And 
here's  the  problem.  The  Conference  doesn't  meet  until  September. 
I  have  polled  the  committee  in  the  last  3  days  to  find  out  how  we 
ought  to  handle  it. 
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What  I'd  like  to  do  is  work  with  you  in  developing  some  criteria, 
and  ask  the  executive  committee  of  the  Judicial  Conference  if  the 
criteria  we  come  up  with  they  would  approve.  The  executive  com- 
mittee of  the  Conference  can  act  when  the  Conference  is  not  in  ses- 
sion. And  if  we  have  enough  time,  and  I  hope  that  there  will  be 
enough  time  before  you  go  to  markup  for  us  on  the  committee  to 
develop  these  criteria,  working  with  you  and  with  GSA,  and  get  the 
executive  committee  of  the  Conference  to  approve  it.  That's  my 
hope,  that's  my  plan. 

Senator  Warner.  What  would  be  a  date  for  that? 

Judge  Broomfield.  Well,  the  more  time  the  better.  If  you  mark 
up  in  2  weeks,  it's  going  to  be  very  difficult.  If  you  mark  up  after 
your  August  recess,  I  think  we  can  handle  it. 

Senator  Warner.  I'll  discuss  it  with  the  ranking  member  and 
other  members  of  the  committee  and  indeed,  the  Chairman  of  the 
full  committee. 

OK,  we  don't  have  a  unanimous  view  right  there.  So  we'll  have 
to  look  at  it.  But  we've  got  to  work  together. 

Judge  Broomfield.  Mr.  Chairman,  whatever  you  tell  us,  we  ob- 
viously are  going  to  do.  We  want  to  work  with  you  to  resolve  the 
problem.  We  know  the  problem  you  have. 

Senator  Warner.  Let  me  just  ask  the  staff  right  now,  we're  com- 
ing up  with  a  recommendation  for  Senator  Baucus  and  myself  and 
the  Chairman  of  the  committee,  and  I  think  that  we  are  obligated 
to  write  Judge  Broomfield.  All  right,  we'll  do  it,  on  the  scheduling. 
Because  I  don't  want  to  see  this  wrestling  around  in  the  politics. 
Take  half  Republican  courthouses  and  half  Democrat  courthouses, 
small  courthouses,  big  courthouses.  Let's  do  what's  right,  figure  it 
out. 

Judge  Broomfield.  That's  what  we'd  like  to  do,  and  see  if  we 
can. 

I  don't  want  to  leave  here  without  you  and  the  rest  of  the  mem- 
bers of  the  committee  thinking  that  we  are  not  worried  about  costs. 
We  are. 

Senator  Warner.  Sure  you  are,  we  understand  that. 

Judge  Broomfield.  We  developed  a  design  guide,  but  we  change 
the  design  guide  periodically.  With  the  exception  of  ADA  changes, 
every  change  to  the  design  guide  has  been  for  cost  containment 
purposes.  We've  inserted  language  in  there  to  give  instruction  to 
people  that  it's  for  cost  containment  purposes.  We  want  to  build 
prudent  courthouses. 

But  Senator  Reid  was  right.  These  are  U.S.  courthouses.  They 
represent  the  Federal  Government  in  the  local  community.  It  is 
your  presence  as  well  as  mine  in  the  local  community  that  we're 
trying  to  develop.  And  we've  done  a  host  of  things,  I  could  tick 
them  off  for  you,  I  don't  want  to  spend  your  time,  unless  you  want 
to  hear  some  of  the  specific  things  we've  done. 

Senator  Warner.  I'm  very  impressed  with  the  careful  manner  in 
which  you  conduct  your  responsibilities. 

Judge  Broomfield.  Thank  you.  Senator. 

There's  one  thing  that  Mr.  Johnson  said  that  I  would  like  to  com- 
ment on.  Because  I  think  it  makes  some  sense,  and  maybe  your 
committee  would  like  to  consider  it.  If  we  did  know  that  there  was 
a  block  of  money,  not  a  guaranteed  sum,  but  if  we  had  this  5-year 
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plan,  and  by  the  way,  that  5-year  rolHng  plan  is  a  joint  idea  with 
GSA  and  us,  not  theirs  alone.  I  meet  with  Roger  Johnson  with 
some  frequency  and  his  deputy. 

So  we're  on  board  on  this  notion  of  a  5-vear  plan.  And  if  we  had 
some  sense  of  block  of  money  that  would  be  available  each  year, 
if  we  could  put  projects  in  given  years  over  a  period  of  5  years,  and 
then  if  the  first  year  there's  more,  fine.  Go  to  the  second.  If  there's 
less,  you  just  don't  do  it  all,  and  you  put  it  in  the  next  year.  And 
then  the  plan  is  a  rolling  5  year  one  each  year. 

So  every  5  years,  or  every  year,  you  update  your  5-year  plan. 
That's  what  we  would  like  to  do,  and  I  think  GSA  would  like  to 
do.  And  I  think  we  can  work  positively  on  that  sort  of  an  approach. 
And  I  echo  Mr.  Johnson's  sentiments  in  that  respect. 

Any  other  questions  you  have,  Senator,  I'd  be  delighted  to  an- 
swer them. 

Senator  Warner.  What  I'm  going  to  do  to  shorten  time  is  put 
these  questions  in  the  record,  and  ask  if  you'll  take  them.  Because 
I  know  you've  got  a  tight  schedule. 

Senator  Warner.  Judge  Rosenbaum,  do  you  want  to  chime  in 
here? 

Judge  Rosenbaum.  You're  very  kind.  Senator. 

I  didn't  know  if  I  was  being  invited  along  as  a  sacrificial  lamb 
or  what.  It's  my  committee.  Senator,  that  has  authored  this  design 
guide.  And  I  actually  was  out  here  to  attend  the  meeting  that  Mr. 
Johnson  described  this  morning,  dealing  with  heightened  security 
concerns  that  have  arisen  out  of  the  disaster  in  Oklahoma  City. 
And  when  you  were  good  enough  to  invite  my  colleague  to  come, 
and  he  knew  I  was  going  to  be  here 

Senator  Warner.  We're  delighted  you're  here.  Do  you  feel  the 
proper  emphasis  is  being  placed  on  the  security  issues  now? 

Judge  Rosenbaum.  I  do.  We  face,  let  me  tell  you  only  1  second, 
Judge  Broomfield  said  that  these  are  Federal  buildings.  These  are 
the  closest  that  the  Federal  Government  comes  to  the  citizens  of 
the  country.  Other  than  tour  groups  and  the  very  few  people  who 
really  live  here,  where  you  meet  the  Federal  Government  is  in  the 
Federal  courthouses.  We  have  a  dual  role 

Senator  Warner.  Either  voluntarily  or  involuntarily,  yes. 

[Laughter.] 

Judge  Rosenbaum.  That's  the  truth,  yes.  And  we  recognize  the 
risks  that  exist,  but  we  can't  build  pillboxes.  We  want  to  build  rep- 
resentatives of  an  open  government.  On  the  other  hand,  the  court- 
house that,  many  courthouses  have  security  issues  we  can  speak 
about  quite  specifically  or  just  in  general,  that  are  simply  not  capa- 
ble of  being  handled  in  the  facilities  we  have. 

I  think  we  are  headed  in  the  right  direction.  The  design  guide 
has  laid  out  a  set  of  mechanisms  to  protect  the  public,  the  courts 
and  the  people  who  are  in  Marshal's  custody.  And  I  think  they're 
working  well. 

Senator  Warner.  Should  we  try  and  put  a  line  in  this  budget 
specifically  to  begin  to  budget  and  authorize  funds  for  the  purpose 
of  upgrading  the  existing  courthouse  facilities  to  meet  security  re- 
quirements? 

Judge  Rosenbaum.  The  answer — I  can  see  that  my  chief  has  got 
a  better  idea  than  I  do. 
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Senator  Warner.  Well,  why  don't  you  give  us  your  idea,  then  the 
chief  can  rethink  his. 

[Laughter.] 

Judge  RoSENBAUM.  Senator,  retrofits  are  fabulously  expensive 
and  do  not  work. 

Senator  Warner.  If  I  had  a  dollar,  I'd  take  this  and  move  it  for- 
ward five  feet  so  we  wouldn't  get  bumped  around  here — pardon? 

Judge  Rosenbaum.  If  you  had  a  dollar,  it  wouldn't  do  it,  Senator. 

Senator  Warner.  You  bet.  I  don't  know  what  joker  designed  this, 
but  he  never  had  in  mind — well,  I  won't  go  on.  But  we  have  this 
inventory  and  substantial  public  investment  in  Federal  court- 
houses, and  I've  got  to  believe  some  fall  below  minimum  security 
standards. 

Judge  Broomfield.  I  might  indicate,  part  of  this  building  pro- 
gram that's  been  ongoing  for  some  time  in  the  Federal  courthouses 
isn't  all  new  buildings.  Many  of  the  buildings  are  upgraded  and 
retrofitted.  I  think  Denver  is  a  classic  example  of  an  old  court- 
house, a  1920's  or  1930's  vintage,  that  they  did  rehabilitate.  And 
it's  a  handsome  building  and  they  did  a  good  job.  There  is  a  legiti- 
mate mix  in  here.  So  some  appropriate  allocation  dealing  with  se- 
curity is  a  justifiable  expenditure  of  money,  yes,  sir.  Senator. 

Judge  Rosenbaum.  But  we  should  ask  for  it  more  specifically 
rather  than  a  blanket. 

Judge  Broomfield.  Oh,  sure. 

Senator  Warner.  All  right.  Well,  perhaps  your  colleagues  will 
have  more.  Because  I  feel  very  strongly  on  this  security  issue. 

Judge  Rosenbaum.  And  I  tell  you,  I  appreciate  your  sensitivity 
very,  very  deeply.  Thank  you.  Senator. 

Senator  WARNER.  Thank  you. 

All  right,  does  that  conclude  the  testimony  for  the  Judiciary?  We 
will  mail  you  forthwith  questions,  both  by  myself  and  the  ranking 
member  and  such  other  members  as  may  wish  to,  please  tell  the 
members  they  can  put  in  questions.  And  we'll  build  our  record  that 
way.  Good  luck  and  have  a  safe  trip,  and  again,  thank  you  so  much 
for  what  you're  doing. 

[Responses  by  Judge  Broomfield  to  additional  questions:] 
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Questions  for  the  Record 
Submitted  by  Senator  Chaffee 

Why  are  the  Courthouse  projects  so  controversial? 

We  have  observed  several  factors  that  contribute  to  the 
controversy: 

•  The  Judiciary's  courthouse  construction  program  has 
come  in  the  midst  of  dramatic  shifts  in  funding 
availability  that  are  being  felt  throughout  the 
government.   It  has  been  about  6  0  years  since  any 
concerted  effort  has  been  made  to  build  courthouses. 
In  1987,  the  National  Academy  of  Public  Administration 
found,  in  a  study  commissioned  by  the  Judiciary,  that 
it  was  taking  from  18  months  to  seven  years  to  provide 
judges  with  permanent  facilities.   The  Academy  also 
recommended  that  the  Judiciary  "look  into  the  future" 
because  at  the  time  GSA  was  not  making  concerted 
efforts  to  provide  newly  appointed  judges  with  chambers 
and  courtrooms. 

In  1988  the  Judiciary  began  to  project  facilities  needs 
for  the  short  and  long  term  using  a  standard 
methodology.   Long  range  plans  for  all  94  judicial 
districts  and  12  regional  circuits  have  been  recently 
completed.   They  reveal  the  need  for  about  200 
alteration  and  construction  projects.   The  Congress  has 
already  addressed  about  80  of  those  projects.   Given 
the  number  of  projects  and  limited  resources,  it  is  no 
surprise  that  a  controversy  about  the  courthouse 
program  has  developed. 

•  The  General  Accounting  Office  issued  a  report  critical 
of  our  planning  process.   Although  GAO's  claims  of 
imprecise  projections  have  been  refuted  by  the 
Judiciary  in  written  and  oral  testimony,  critics,  for 
whatever  reason,  use  the  report  to  draw  incorrect 
conclusions  about  the  courthouse  construction  program 
in  general.   The  Judiciary  has  made  adjustments  to  its 
planning  process  since  its  inception  in  1989.   We  have 
worked  with  the  General  Accounting  Office  to  resolve 
all  issues  raised  in  its  1993  long  range  facilities 
planning  report.   The  National  Center  for  State  Courts 
has  concluded  that  our  projection  methodology  should  be 
used  by  other  jurisdictions  as  a  model. 

•  Mistakes  in  journal,  newspaper  and  magazine  articles 
resurface.   We  find  that  a  number  of  articles  are  based 
on  incorrect  facts  and  that  those  errors  get  repeated 
whenever  a  new  article  is  published.   We  have  developed 
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responses  to  many  articles,  but  corrections  are  seldom 
made . 

What  has  the  Judicial  Conference  done  to  Educate  and 
Respond  to  its  Critics  in  the  Congress.  Media.  General  Public? 

The  Judicial  Conference's  efforts  to  educate  and  rebut 
congressional  and  media  criticism  have  been  two-pronged:   to  make 
judges  sensitive  to  this  criticism  and  aware  of  the  important 
role  of  the  circuit  judicial  councils  and  individual  judges  in 
project  management  and  cost  containment;  and  to  help  the  Congress 
understand  the  severity  of  the  Judiciary's  space  needs,  the 
unfairness  or  inaccuracy  of  the  criticism,  and  our  efforts  at 
cost  containment. 

These  efforts  have  included: 

Continuous  review  of  design  standards  to  identify  less 
costly  methods  of  meeting  functional  requirements; 

Convening  jointly  with  GSA,  a  private-sector  panel  of 
architects,  engineers,  and  construction  industry 
professionals  familiar  with  State  and  Federal  courthouse 
construction  to  suggest  ways  of  reducing  construction  costs. 
{The  panel  recommended  very  few  changes  to  the  Design  Guide 
or  our  planning  process.   In  fact  the  panel  found  that 
claims  that  the  Design  Guide  contributes  to  extravagance  are 
not  true.   Most  of  the  panel's  recommendations  were  directed 
toward  changes  GSA  could  make  to  its  building  standards  and 
procurement  procedures . ) 

Initiating  studies  for  the  Judiciary's  Budget  Committee  on 
the  impact  of  reducing  the  ratio  of  courtrooms  to  judges 
depending  upon  the  size  of  the  courthouse  under 
consideration,  and  the  potential  for  closure  of 
underutilized  facilities; 

Conducting  seminars  for  judges  in  new  construction  projects 
on  their  roles  in  the  process.   The  seminars  focus  on  the 
cost  implications  of  design  decisions. 

Briefing  Congressional  staff  of  the  Judiciary's  and  GSA's 
appropriation  subcommittees  and  of  the  transportation  and 
infrastructure  subcommittees  about  the  Judiciary's  space 
needs  and  cost -containment  efforts;  and 

Creating  an  "Economy  and  Procedures"  Subcommittee  within  the 
Judiciary's  Security,  Space  and  Facilities  Committee  in 
order  to  focus  on  cost  containment  measures . 

2.   There  is  a  much-talked  about  projection  that  some  200 
federal  court  facilities  will  be  out  of  space  within  10  years. 
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clearly  we  are  in  the  midst  of  a  courthouse  construction 
boom.   When  will  it  begin  to  taper  off? 

What  will  the  total  cost  be? 


Experience  has  shown  that  the  process  of  providing  new 
facilities,  from  identification  of  need  to  occupancy  of  a 
facility,  takes  from  seven  to  ten  years.    Our  estimates,  which 
are  subject  to  verification  by  GSA,  indicate  that  about  200 
projects  costing  about  $10  billion  are  needed.   About  80  of  the 
projects  already  have  been  addressed  by  the  Congress.   To  date 
about  $3.6  billion  has  been  provided;  approval  of  the 
Administration's  1996  request  would  make  the  total  about  $4.3 
billion,  leaving  about  $5.7  billion  needed  in  the  future.   If  the 
Congress  were  to  provide  the  same  level  of  funding  it  has  in  the 
past  ($600-$700  million  per  year)  the  funding  needs  would  taper 
off  in  about  10  years.    We  recognize,  however,  that  the  same 
level  of  funding  might  not  be  capable  of  being  maintained.   Thus, 
it  is  difficult  to  assess  when  the  program  will  be  largely 
complete  given   budgetary  constraints.   Alternatively,  a  major 
curtailment  by  the  Congress  of  the  workload  of  the  Judiciary,  and 
its  units,  would  have  a  substantial  impact  on  space  needs. 

Experts  in  this  field  talk  about  standards  for  building 
efficiency  rates  --  efficiency  being  the  gross  size  of  a 
structure  required  to  provide  occupiable  areas  --  what  is  the 
target  efficiency  rate  for  courthouses?   Is  there  a  standard,  or 
is  this  just  something  we  aim  for? 

The  Design  Guide  calls  for  an  efficiency  rate  of  65%.   It  is 
not  a  standard  --we  are  constantly  striving  to  exceed  that  rate 
and  understand  that  GSA  is  aiming  for  67%  efficiency.   We  also 
understand  some  projects  have  exceeded  70%  efficiency. 

Are  there  any  court  proposals  in  the  FY  1995  and  FY  1996 
batch  pending  Senate  approval  that  do  not  reach  the  target  rate? 

Not  to  our  knowledge.   We  support  efforts  to  use  innovative 
design  solutions  that  maximize  efficiency. 

How  does  the  courthouse  efficiency  rate  compare  with  the 
general  purpose  office  efficiency  rate?   Why  the  difference?   Why 
can't  both  rates  be  increased? 

We  do  not  have  experience  with  GSA' s  efficiency  rates  for 
general  purpose  office  space,  and,  therefore,  do  not  know  if  they 
vary  in  any  significant  way  from  courthouse  efficiency  ratios. 
Again,  we  support  efforts  to  maximize  efficiency.   Now  that  we 
have  experience  with  designing  a  number  of  new  facilities,  it 
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will  be  possible  to  adjust  efficiency  ratios,  working  together 
with  GSA. 

Some  make  the  argument  that  courthouse  facilities  could  be 
constructed  much  more  efficiently  and  cheaply  without  all  of  the 

built  in  GSA  design  Standards. What  are  these  GSA  standards  and 

which  ones  should  be  discarded? 

We  believe  that  this  question  would  be  more  appropriately 
addressed  by  GSA  since  it  has  the  most  knowledge  about  its 
standards.   However,  we  do  know  that  an  independent  panel 
convened  jointly  by  GSA  and  the  Judiciary  made  several 
recommendations  about  GSA's  building  standards.   Relevant 
excerpts  from  the  panel's  report  are  attached  at  the  end  of  these 
responses . 

Your  testimony  discusses  the  Judiciary's  Federal  Buildings 
Fund  payments  and  makes  the  point  that  until  the  late  198Qs.  the 
Judiciary  was  not  getting  its  money's  worth.   At  what  point  will 
the  present  phase  of  construction  spending  reconcile  historic 
Judiciary  payments  to  the  FBF?   In  other  words,  when  will  the 
Judiciary's  payments  be  in  equilibrium  with  what  it  gets  back 
out? 

It  is  difficult  to  determine  a  precise  date  as  to  when  the 
Judiciary's  historical  payments  into  the  FBF  will  be  reconciled 
against  construction  spending  for  the  courts.    Rent  payments  in 
relation  to  construction  spending  until  recently  have  fluctuated 
over  time.   According  to  GSA  estimates  published  in  1991, 
cumulatively  between  1984  and  1992,  GSA  budgeted  approximately 
$424  million  more  for  maintenance  and  construction  of  court  space 
than  was  collected  in  rent.   To  our  knowledge,  GSA  has  not 
published  information  that  shows  the  apportionment  of  funding  for 
maintenance  and  capital  construction  from  the  time  the  Federal 
Buildings  Fund  was  created  in  1972.   We  do  know  that  between  1972 
and  1990  very  few  court  facilities  were  constructed. 

For  fiscal  years  1993  through  1995,  the  Judiciary  will  pay 
$1,245  billion  in  rent;  an  additional  $541  million  in  rental 
payments  is  currently  projected  for  fiscal  year  1996  and  $595 
million  is  estimated  for  1997.   Clearly,  GSA  is  getting  a  rapid 
return  of  its  investment. 


Could  you  discuss  the  Judiciary's  pro-jections  of  likelv 

The  Judiciary  has  seen  significant  upward  caseload  growth  in 
the  past  several  decades.   Indeed  our  long  range  planning  process 
demonstrates  a  constant  trend  upward  since  the  1940' s. 
Legislation  that  has  increased  the  jurisdiction  of  the  Federal 
courts  has  challenged  the  Judiciary  to  ensure  timely  resolution 
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of  cases.   The  nature  of  the  workload  also  has  changed  --  cases 
frequently  involve  multiple  defendants.   Enhanced  criminal 
activities  strain  the  capacity  of  existing  facilities  to  manage 
prisoner  transportation  within  a  building. 

In  addition,  staffing  in  the  Judiciary  grew  about  87  percent 
between  1983  and  1993.   Probation  and  pretrial  services,  public 
defenders  and  other  staffs  have  increased  significantly. 
Bankruptcy  filings  grew  tremendously,  to  a  point  where 
bankiruptcy  courts  rival  the  size  of  the  district  court  at  some 
locations . 

Our  projections  are  extensions  of  existing  caseloads;  they 
assume  the  current  jurisdiction  of  the  federal  courts  and  do  not 
take  into  account  any  significant  changes  to  that  jurisdiction. 
In  the  President's  budget  for  fiscal  year  1996,  the  Department  of 
Justice,  whose  policies  drive  Judiciary  workload,  has  requested  a 
20  percent  increase  above  fiscal  year  1995  funding.   This  will 
undoubtedly  increase  the  workload  of  the  Judiciary,  and  as  a 
consequence,  its  needs  for  judges  and  staff  --  and  space  for 
them. 


Are  the  accusations  true  that  the  Courts  Design  Guide  is 
modified  to  allow  for  unusual  or  unusually  expensive  project 
features  and  projects? 

The  accusations  that  the  U.S.  Courts  Design  Guide  is 
modified  to  allow  for  unusual  or  unusually  expensive  project 
features  are  categorically  incorrect. 

To  the  contrary,  the  modifications  to  the  Guide  since  its 
original  publication  in  1991  have  been  made  primarily  to  take 
advantage  of  experience  with  design  work  completed,  with  a  view 
toward  achieving  economies  wherever  possible.   Future 
modifications  are  likely  to  continue  that  trend  toward  cost 
containment.   The  Guide  has  also  been  modified  to  incorporate 
design  changes  that  ensure  greater  accessibility  for  the 
physically  challenged. 

What  or  who  governs  the  modifications  to  the  Design  Guide? 

The  Judicial  Conference's  Committee  on  Security,  Space  and 
Facilities  is  responsible  for  the  development  of  the  Guide .   The 
Guide  sets  forth  space  standards  for  all  Judiciary-occupied 
spaces,  and  ensures  that  uniform  guidance  is  provided  to  the  GSA 
and  design  architects  on  the  space  and  facilities  requirements  of 
the  courts.   Prior  to  issuance  of  the  Guide  there  was  little 
information  available  to  GSA  and  its  contract  architects  on 
design  specifications.   Without  standards,  there  was  the 
potential  for  significant  variances  in  both  size  and  cost  of 
space.   The  Guide ' s  space  square  footage  standards,  with  the 
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exception  of  some  court -specific  spaces,  are  based  on  those  used 
by  the  Executive  Branch.   The  Guide  is  used  in  conjunction  with 
the  facilities  standards  for  general  purpose  office  buildings 
developed  by  GSA. 

When  it  approved  the  Design  Guide  standards  in  1991,  the 
Judicial  Conference  also  vested  authority  to  approve  exceptions 
to  the  standards  in  the  circuit  judicial  councils.   The  Judicial 
Conference's  Security,  Space  and  Facilities  Committee  has 
fostered  awareness  on  the  part  of  the  circuit  councils  of  their 
critical  role  in  enforcing  the  Conference -approved  standards  and 
in  containing  construction  costs. 

Over  the  years,  the  Committee  has  continued  to  review  and 
refine  the  original  standards  set  forth  in  the  Guide .   In  fact, 
the  Judicial  Conference,  upon  the  recommendation  of  the 
Committee,  has  made  a  number  of  amendments  to  the  Guide  that  have 
reduced  the  costs  of  courthouse  construction.   At  its  September 
1993  and  March  1994  sessions,  the  Judicial  Conference  approved  a 
number  of  amendments  to  the  Design  Guide  that  will  reduce  the 
cost  of  courthouse  construction  to  GSA  by  as  such  as  $1.5  million 
in  the  average  courthouse,  according  to  a  private  cost 
consultant . 


Such  cost  containment  measures  are: 

a.  Reduction  of  acoustical  ratings  of  walls  in  court 
space,  projected  to  save  $500,000  in  the  average 
courthouse. 

b.  Reduction  in  the  ceiling  height  requirements  for 
courtrooms  in  leased  space. 

c.  Elimination  of  the  space  standard  for 
meeting/training  rooms. 

d.  Addition  of  language  emphasizing  the  need  to  share 
conference  rooms,  staff  lounges,  and  staff  toilets 
by  court  offices. 

e.  Elimination  of  requirements  for  a  separate 
emergency  exit  stairwell  for  judges  and  prisoners. 

f.  Deletion  of  an  option  for  showers  in  judges' 
restrooms . 

g.  Elimination  of  smokers'  lounge  in  jury  assembly 
areas . 

h.    Reduction  of  lighting  level  standards. 

i.    Reduction  in  the  number  of  doors  requiring  locks. 
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The  Judicial  Conference  (at  its  March  1994  session) 
also  added  guidance  to  the  Guide  that  cautions  GSA's 
contract  architects  to  be  mindful  of  cost  and  not  to 
"over-design"  a  building. 

ghould  the  Core  Elements  of  the  Design  Guide  be  "Fixed" 
Standards  so  that  the  Congress  is  Able  to  Assess 
Project  Scope  and  Cost? 

We  believe  that  GSA's  benchmarking  process  and  its 
establishment  of  a  staff  that  is  specifically  charged  with 
courthouse  management  help  to  ensure  that  the  Congress  will  have 
the  tools  it  needs  to  assess  project  scope  and  cost  objectively. 

We  also  believe  "fixed  standards"  would  have  a  detrimental 
effect  on  the  courthouse  program.   At  hearings  before  the  House 
Public  Buildings  and  Economic  Development  Subcommittee  on  July 
20,  GSA  testified  that  when  it  has  used  "fixed  standards"  they 
were  so  inflexible  that  it  was  not  possible  to  adopt  a  particular 
innovative  design  feature  that  might  make  more  economic  or 
functional  sense  in  a  specific  building.   Fixed  standards  might 
inhibit  cost -saving  ideas  and  could  make  deviations  from  the 
"standards"  very  difficult.   They  could  also  slow  down  projects 
that  might  require  an  exception  to  the  standard.   Delays 
eventually  lead  to  increased  cost. 

For  example,  courthouse  security  needs  are  directly  related 
to  the  nature  of  a  court's  caseload.   From  a  regional 
perspective,  a  proposed  courthouse  project  may  have  unique  design 
needs  due  to  security  requirements  that  are  quite  different  from 
another  proposed  courthouse  project.   Since  it  is  likely  that  the 
security  concerns  would  have  to  be  corrected  at  a  later  date,  the 
costs  for  modification  may  be  greater  than  if  these  needs  had 
been  taken  into  account  during  the  initial  design  of  the  project. 

What  are  your  Personal  Views  on  S.  1005? 

Speaking  from  a  personal  perspective,  many  aspects  of  the 
bill  already  have  been  or  are  being  addressed.   The  Judicial 
Conference  will  be  considering  adoption  of  a  five-year  rolling 
plan  (an  updated  five-year  plan  each  year)  that  can  be  used  by 
GSA  to  develop  a  five-year  strategic  capital  asset  management 
plan  for  government -wide  space  needs.   As  mentioned  in  a  response 
to  another  question,  the  Judiciary  has  underway  a  study  of 
facilities  that  do  not  have  judges  resident  on  a  full-time  basis. 
This  study  could  be  used  as  a  vehicle  for  addressing  the 
requirements  of  section  4  of  the  act,  which  requires 
identification  of  unneeded  or  obsolete  facilities. 

With  regard  to  section  7  of  the  act  which  requires  GSA  and 
the  Judiciary  to  develop  design  guides  and  standards,  the 
Judiciary  worked  with  GSA  when  the  Design  Guide  was  being  put 
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together  in  the  late  1980's  and  early  1990's;  I  would  not 
personally  envision  our  cooperative  relationship  changing.   GSA 
made  a  number  of  suggestions  as  the  Design  Guide  document  was 
being  developed,  and  virtually  all  GSA  recommendations  were 
adopted  by  the  Judicial  Conference  because  they  made  good  sense. 

Questions  Submitted  by  Senator  Warner 

The  current  prospectuses  we  have  before  us  for  FY95  and 
FY96  total  $1.22  billion  --  however  the  House  recently  only 
approved  $380  million  for  new  construction  for  fiscal  year  1996. 
none  of  which  was  courthouse  projects.   In  light  of  the  large 
differential  between  these  dollar  figures  and  the  criteria  which 
I  presented  to  you  in  my  opening  statement,  can  you  enlighten  the 
subcommittee  as  to  how  you  believe  we  should  proceed? 

We  appreciate  the  action  taken  by  the  Senate  Treasury/Postal 
Appropriations  Subcommittee  that  fully  funded  a  number  of 
courthouse  projects  for  1996,  based  on  data  and  criteria  supplied 
by  GSA.   We  hope  the  subcommittee  will  authorize  those  projects. 
We  are  working  on  the  development  of  criteria  similar  to  those 
used  by  the  Senate  appropriations  subcommittee.   The  criteria 
Senator  Warner  described  at  the  hearing  seem  appropriate  and 
rational  as  well. 

As  expressed  during  my  testimony  before  your 
Subcommittee,  the  Judiciary's  space  needs  as  represented  in  the 
projects  submitted  by  GSA  for  authorization,  are  real,  urgent  and 
have  been  verified  by  the  judicial  councils,  GSA,  0MB  and  others 
throughout  the  project  development  process.   Nevertheless,  in 
light  of  the  significant  cost-reduction  decisions  currently 
before  the  Congress  we  realize  that  it  will  not  be  possible  to 
fund  all  projects  requested  by  the  President  for  fiscal  year 
1996.   We  appreciate  the  committee's  recognition  of  the 
Judiciary's  space  needs  and  your  willingness  to  work  with  us. 

In  this  regard,  we  welcome  the  opportunity  to  work  with  you, 
committee  staff,  and  GSA  to  see  what  might  be  done  to  develop 
reasonable  criteria  for  prioritization.   Such  criteria,  however, 
require  approval  by  the  Judicial  Conference.   I  plan  to  obtain 
this  approval  as  expeditiously  as  possible. 

As  discussed  by  GSA  Administrator  Roger  Johnson  at  the 
hearing,  the  Judiciary  would  be  better  positioned  to  address  the 
prioritization  issue  if  it  were  given  guidance  on  the  level  of 
funding  the  Committee  believes  it  will  be  working  with  for 
courthouse  construction  in  future  years  {perhaps  up  to  five  years 
to  match  the  five-year  rolling  plan)  taking  into  account  budget 
constraints.   This  would  be  extremely  helpful  as  we  develop  a 
long-range  plan  of  our  most  urgent  space  needs. 
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As  stated  in  my  opening  statement,  the  committee  shares  a 

frustration  with  GSA. I  believe  over  the  inability  or 

unwillingness  of  the  Administrative  Office  of  the  Courts  to 
prioritize  its  space  requirements.   Have  the  courts  ever 
prioritized  their  functions? 

We  have  prioritized  our  functions  in  the  sense  that  the  projects 
that  come  before  the  Congress  have  been  reviewed  and  their  need 
verified  by  GSA,  0MB,  and  the  Judiciary;  they  represent  the 
highest  priorities  of  the  Judiciary  --  without  them  the 
possibility  exists  for  judges  to  not  have  a  place  to  work.   As 
stated  above,  we  recognize  that  because  all  of  our  highest 
priorities  cannot  be  funded,  we  will  be  working  to  adopt  criteria 
that  might  be  used  by  the  Congress  to  make  funding  and 
authorization  decisions. 

I  am  told  that  there  was  a  Memorandum  of  Understanding 
between  the  GSA  and  the  Courts  in  the  Reagan  Administration. 
which  I  believe  you  touched  on  in  your  statement,  estciblishing  an 
agreement  to  develop  such  a  priority  scheme.   If  so.  is  that  in 
effect  now? 

The  MOU  is  not  now  in  effect.   The  Executive  Branch  (0MB) 
abandoned  the  agreement  almost  immediately  after  it  was  signed. 
We  are  in  the  process  of  researching  the  agreement  to  see  if  it 
addressed  prioritization  of  projects  and  will  respond  further 
once  that  research  is  complete.   We  do  recall  that  the  agreement 
would  have  changed  funding  arrangements  between  GSA  and  the 
courts,  and  that  the  Office  of  Management  and  Budget  had  raised 
concerns  specifically  about  that  aspect  of  agreement.   It  is  our 
understanding,  however,  that  GSA  does  use  a  process  to  review 
projects  and  to  determine  which  ones  are  submitted  to  the  Office 
of  Management  and  Budget  for  its  review. 

Do  you  believe  that  the  design  guide  provisions  contained 
in  the  Baucus  bill  are  unfair? 

The  Judicial  Conference  has  not  had  the  opportunity  to 
develop  a  formal  position  on  S.  1005,  the  Public  Buildings  Reform 
Act  of  1995.  Therefore,  it  is  not  possible  to  formally  comment  on 
the  bill's  provisions  at  this  time.  Nevertheless,  I  can  say  that 
many  of  the  bills  provisions  have  been  ongoing  initiatives  of  the 
Judiciary. 

As  Chairman  of  the  Judicial  Conference's  Committee  on 
Security,  Space  and  Facilities,  I  can  assure  you  that  work  on  the 
development  of  the  five-year  plan  for  courthouse  construction 
projects  is  a  continual  effort  with  heightened  consideration 
being  given  to  incorporation  of  cost  containment  features.   In 
the  past,  we  have  worked  with  GSA  on  the  development  of  design 
standards,  and  jointly  sponsored  a  private  sector  review  of  those 
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standards  in  1993.   Virtually  all  of  GSA's  recommendations  on 
design  standards  have  been  adopted  by  the  Judiciary. 

Questions  Submitted  by  Senator  Graham 

How  does  the  Administrative  Office  of  the  Courts  Currently 
Survey  Needs? 

The  Judiciary  adopted  a  long  range  facility  planning  process 
in  1988.   That  process  uses  40  years  of  prior  workload  to  predict 
future  growth.   Through  the  use  of  statistical  models  recently 
endorsed  by  the  General  Accounting  Office,  GSA,  Administrative 
Office  Staff,  representatives  from  the  Department  of  Justice  and 
all  court  offices  meet  for  two-three  day  planning  sessions  to 
discuss  needs  and  future  projections.   Once  endorsed  by  the  chief 
district  judge  and  coordinated  with  the  circuit  judicial  council, 
the  plan  is  submitted  to  GSA's  headquarters  and  the  appropriate 
GSA  regional  office. 

How  does  the  Administrative  Office  of  the  Courts  currently 
prioritize  space  assignments? 

The  Administrative  Office  (AO)  does  not  prioritize  space 
assignments  although  the  AO  is  providing  staff  assistance  to  the 
Judicial  Conference's  Security,  Space  and  Facilities  Committee  in 
the  development  of  the  first  five-year  rolling  plan  for  proposed 
funding  of  courthouse  construction  projects.   GSA  determines 
which  courthouse  projects  are  submitted  in  the  President's 
budget . 

At  its  March  1995  session,  the  Judicial  Conference  (the 
Judiciary's  policy-making  body)  approved  the  Committee's 
recommendation  to  develop  a  five-year  plan  of  courthouse 
construction  projects.   That  recommendation  was  made  in  response 
to  Congressional  requests  for  the  Judiciary's  courthouse 
construction  priorities  during  hearings  and  in  reports  on 
appropriations  bills. 

The  Committee  sent  letters  to  chief  district  judges  and 
chief  judges  of  the  courts  of  appeals  advising  them  of  the 
Conference's  action  and  requesting  information  for  use  by  the 
Committee  as  it  developed  a  five-year  courthouse  construction 
plan.   Descriptions  of  projects  already  funded  or  under 
consideration  for  funding  by  GSA  or  the  Congress,  and  projects 
identified  for  future  construction,  were  provided  to  district  and 
bankruptcy  court  chief  judges  and  their  staffs.   Courts  were 
asked  to  submit  comments  and  corrections,  and  to  verify  needs  as 
identified  through  their  long  range  facilities  plan.   The  courts 
were  asked  to  forward  their  comments  to  their  respective  circuit 
judicial  council. 
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The  Committee  asked  each  circuit  judicial  council  to  confirm 
the  information  received  from  the  courts  within  its  circuit,  in 
consideration  of  the  councils'  statutory  authority  to  determine 
the  need  for  court  accommodations.   The  proposed  plan  will 
reflect  the  projects  needed  by  the  Judiciary  in  the  years  1996- 
2000,  arranged  by  fiscal  year. 

The  purpose  of  the  five-year  plan  is  to  provide  the  General 
Services  Administration  with  guidance  on  when  the  housing  needs 
at  a  particular  court  location  need  to  be  addressed.   As  stated 
above,   the  Committee  is  in  the  process  of  refining  criteria  that 
can  be  used  to  adjust  the  plan  should  funding  limitations  or 
actions  taken  by  the  Congress  require  projects  to  be  delayed. 
The  Judicial  Conference  will  consider  approval  of  the  initial 
five-year  plan  at  its  upcoming  September  session. 

Should  an  Objective.  Verifiable  and  Uniform  Set  of 
Standards  be  Used  for  Prioritizing  Space  Requirements? 

Yes.   In  fact  the  Judicial  Conference  endorsed  the  concept 
of  prioritizing  projects  at  its  March  1995  session. 

When  prioritizing  space  requirements,  what  should  be  the 
top  three  criteria  used  in  determining  priorities?  Why? 

The  Judicial  Conference  has  recognized  the  year  a  project  is 
out  of  space  and  the  severity  of  the  security  situation  at  a 
facility  as  being  useful  criteria  when  developing  its  five-year 
plan  of  housing  needs.   A  facility  is  "out -of -space"  when  it  can 
no  longer  house  facilities  for  the  next  judge (s)  needing 
accommodation  at  that  location.  Security  concerns,  such  as  lack 
of  an  adequate  building  infrastructure  to  transport  prisoners  are 
an  important  factor.   Having  judges  in  more  than  one  location  in 
the  same  city  contributes  to  security  and  operational 
inefficiency,  as  well,  and  ultimately  results  in  higher  costs  to 
the  United  States  Marshals  Service  and  the  courts. 

These  factors  are  consistent  with  those  outlined  by  Senator 
Warner  in  his  opening  remarks  --  namely  that  health  and  safety 
and  urgency  of  need  should  be  guiding  principles.   We  recognize, 
however,  that  even  these  criteria  might  not  be  sufficient  because 
there  is  the  potential  for  more  projects  meeting  these  criteria 
than  there  is  available  funding.   At  the  staff's  request,  the 
number  of  courtrooms  and  chambers  in  each  current  and  proposed 
facility  together  with  other  background  materials  have  been 
provided  to  the  Committee.   We  recognize  that  the  criteria 
identified  by  the  Judiciary  thus  far  might  need  further 
refinement  if  funding  is  not  sufficient.   We  will  be  pursuing 
those  refinements  with  the  Judicial  Conference. 
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Independent  Courts  Building  Program  Panel 
PROGRAM  RESTRICTIONS  COMMITTEE 


Greg  EhTaga,  Tompkdns  Construction  Co. 

David  Hoffman,  Morse  Diesel  International 

John  Magliano,  Syska  &  Hennessey 

Tom  Voluggio  -  Environmental  Systems  Designs,  Inc. 

The  Committee  was  charged  with  reviewing  the  documents  used  by  members  of  the  design  and 
construction  team  to  identify  areas  of  possible  cost  reductions.  They  should  be  applied  to  each 
project  according  to  program  requirements  at  GSA's  and  the  Court's  discretion. 

The  documents  reviewed  were  the  following: 

PBS  PQ  100  Facilities  Standards  for  the  Public  Building  Service 

Master  Specifications  (AIA  Master  Spec) 

US  Courts  Design  Guide 

US  Department  of  Justice  United  States  Marshals  Service  Requirements  and 
Specifications  for  Special  Purpose  and  Support  Space 

Space  Allocation  Standards  for  US  Attorney's  Offices 

Standard  Level  Feaniies  and  Finishes  for  US  Couru  Facilities 

Federal  Acquisition  Regulation  (FAR/GSAR)  Construction  Contract  Clauses 

TTie  Committee  found  that  the  documents  are  geared  to  a  high  level  of  quality  which  will  provide 
exceUent  service  but  in  many  cases,  questionably  exceed  private  seaor  standards.  Certain 
requirements  limit  the  competitiveness  of  the  market  place.  In  some  cases  specific  equipment 
and  quantities  are  required  where  a  performance  specification  would  be  appropriate.  The 
documents  also  indicate  redundancy  in  capacity  and  quantities  of  equipment  which  arc  often 
strictly  interpreted  by  team  members. 

Tlie  Committee  has  prepared  a  list  of  specific  sections  of  each  document  which  should  be 
reviewed  for  potential  cost  reductions.  Some  are  "quick  hits"  and  some  require  more  thorough 
investigation.  The  committee  recognizes  that  each  of  these  items  may  have  an  impaa  on  the  Mc- 

■ ■ ~61 


61 


Independent  Courts  Building  Program  Panel 


PROGRAM  RESTRICTIONS  COMMITTEE 


cycle  cost  and  quality  level  of  the  buildings,  and  we  do  not  necessarily  recommend  their 
implementation.  The  conunittee  recommends  a  comprehensive  value  engineering  review  of 
existing  standards  with  input  from  the  private  sector. 

The  Committee  also  recommends  centralization  and  standardizing  the  method  of  providing 
specific  project  information  for  the  Courts  Construction  Program  due  to  the  magnitude  of  the 
program,  the  uniqueness  of  the  buildings  and  the  widespread  geographic  nature  of  the  projects. 

Fmally,  the  Committee  encourages  the  continued  empowerment  of  front  line  project  team 
personnel  in  the  study  of  alternatives  which  are  likely  to  contribute  to  cost  reductions  and 
subsequent  decisions  there  on. 
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PBS  -  PQIOO  CHAPTER  1_ 
EXISTING  SITUATION 


Section  Page  2 


States  these  facilities  standards  should 
be  used  in  conjunction  with  the  specific 
Program  for  the  building  projea  at  hand. 
The  Program  delineates  all  projea 
specific  information,  such  as  number 
and  sizes  of  building  spaces,  special 
mechanical,  electrical  site  development 
or  security  requirements. 


PANEL  RECOMMENDATION 


Section  Page  25 


States  that  all  GSA  policy  and  criteria 
applicable  to  project  design  and  systems 
selection  are  contained  in  the  facilities 
standards.  Master  specifications  are  not 
to  be  construed  as  mandating  the  use  of 
specific  products,  material  or  method  of 
construction.  


GSA  should  consistently  use  the 
approach  described  and  produce  specific 
project  information  in  the  "Program" 
document   Experience  reveals  that 
GSA,  across  its  different  regions  and 
projects,  provides  project  specific 
information  via  several  different 
approaches.  These  include  revising  the 
master  specification  to  creating  a  projea 
specific  PQIOO  document,  and 
describing  specifics  in  the  SFO.  These 
modifications  on  a  projea-by-projea 
basis  are  creating  unnecessary  cost. 


In  many  cases,  they  do  mandate  the  use 
of  specific  product,  material,  or  methods 
of  construction.  This  should  not  be  the 
case. 
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Independent  Courts  Building  Program  Panel 


PROGRAM  RESTRICTIONS  COMMITTEE 


PBS  -  PQIOO  CHAPTER  3 


EXISTING  SITUATION 

PANEL  RECOMMENDATION         ] 

Section  Paee  9 

Building  Skin  Group  5  is  exterior 
insulation  finish  systems  which  "are  not 
considered  proven  materials,  and  as  such 
arc  not  permitted". 

Allow  discrcdonary  use  of  Group  5 
finishes  in  "secondary  locations" 
wherever  possible.  They  are  cost 
effective  for  surfaces  such  as 
penthouses,  sofGts,  setbacks,  etc. 

Section  Page  17 

States  elevator  banks  containing  five  or 
more  elevators  shall  be  capable  of 
achieving  intervals  of  20  to  25  seconds. 

This  requirement  should  be  reduced  to 
30  seconds  which  is  standard  for  private 
industry  Class  1  office  building. 

Section  Page  18 

States  escalators  shall  be  installed  as 
supplements  to  elevators  when  vertical 
transportation  is  required  for  large 
volumes  of  traffic.   Further  states 
escalators  shall  not  be  substimted  for 
elevators. 

Allow  escalators  to  be  counted  as  part 
of  buildings  vertical  transportation  needs 
which  is  standard  for  private  industry 
and  results  in  cost  savings  on  elevators. 

Section  PageJi 

Mandate.s  a  2'x2'  planning  module. 

Leave  planning  module  open  for 
designers  to  determine  most  efficient 

Section  PageJZ 

Sutcs  Figure  3-13  illustrates  die  vertical 
zoning  of  the  floor-to-floor  space. 
Hgure  3-13  shows  8"  of  "free  zone"  in 
the  ceiling  space. 

This  "fiee  zone"  space  will  add 
significant  height  to  a  multi-story 
structure.  We  recommend  it  be 
eliminated. 

PBS  -  PQIOO  -  CHAPTER  3 

Section  Page  105 
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Independent  Courts  Building  Program  Panel 
PROGRAM  RESTRICTIONS  COMMITTEE 


EXISTING  SITUATION 


PANEL  RECOMMENDATION 


In  the  5th  paragraph,  the  guidelines  state 
that  "all  buildings,  even  those  buildings 
not  on  the  "(National)  Register,  (Of 
Historic  Plates)  must  comply  with 
special  review  process,  established  in  the 
National  Preservation  Act  of  1966"^ 


Section  Page  107 


Under  the  discussion  on  raised  access 
flooring,  it  is  stipulated  that  the  entire 
floor  should  be  raised  and  that  split 
level  arrangements  are  unsatisfactory- 


Section  Page  108 


Under  the  paragraph  labeled  "Space 
Planning  Strategies-Office  Space,  it  is 
stated  that  office  allocation  should  be 
about  135  SF  per  person  in  all  of  the 
buildings  to  compensate  for  less  than 
ideal  bay  sizes  and  existing  wall 
configurations- 


Section  PageJOi 


Paragr^^h  marked  "Acoustics". 


This  requirement  may  urmecessarily 
handicap  those  buildings  that  have  not 
been  deemed  historical,  especially  where 
there  arc  restrictive  requirements  for 
historical  building  renovation. 


This  is  restrictive.  It  should  be  left  up 
to  the  arehitect  (subject  to  the  Owner's 
review)  when  and  to  what  extent  raised 
flooring  should  be  used. ^^ 


Any  premium  in  space  allocation  should 
be  reviewed  on  a  case  by  case  basis. 
The  existing  structure  may  happen  to 
have  ideal  configuration  for  the  revised 
space. 


The  references  to  NO  ratings  for  walls 
and  ceilings  should  be  eliminated  and  a 
performance  criteria  for  acceptable  noise 
levels  should  be  used  instead. 
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Independent  Courts  Building  Program  Panel 


PROGRAM  RESTRICTIONS  COMMTTTEE 


PBS  -  PQIOO  -  CHAPTER  4 


EXISTING  SITUATION 

PANEL  RECOMMENDATION 

Section  Page  1 

GSA  structural  design  stipulates  higher 
live  load  than  normal  in  order  to 
facilitate  future  alterations  to  the 
building.   Obviously  this  is  a  premium 
to  the  buildings-  cost  Some  structural 
systems  can  be  revised  to  increase  the 
live  load  capacity  in  the  future  (e.g. 
coverplates  on  structure  beams). 

Designing  a  building  so  that  it  can 
accept  structural  improvements  in  the 
future  may  be  more  cost  effective  than 
over-building  every  floor  in  the  initial 
construction  phase. 

Section  Page  10 

This  page  deals  with  building 
configuration  and  eanhquake  zones,  and 
emphasizes  that  "buildings  should  be 
structurally  symmetrical"  and  that  the 
story-to-story  mass  differential  must  not 
exceed  20%. 

It  should  be  left  up  to  the  engineer  to 
prove  that  his  design  makes  adequate 
provisions  for  seismic  loads. 

Structural  symmetry,  although  desirable, 
should  be  left  to  the  engineer  to 
determine  its  impaa  on  his  design.  The 
story-to-story  mass  differential  may  be 
difficult  to  achieve,  especially  with 
courthouse  buildings.  Courthouse 
buildings  lend  themselves  to  variable 
floor-to-floor  heights. 

Section  Page  1 1 

Under  Floor  Framing,  it  states  that 
"composite  construction  should  be  used 
with  concrete  slab  on  steel  beams  and 
girders".  Although  this  is  usually 
desirable,  there  are  instances  where  it  is 
not  feasible  or  desirable. 

The  design  should  be  left  up  to  the 
engineer  on  a  case  by  case  basis. 

66 


Independent  Courts  Building  Program  Panel 


PROGRAM  RESTRICTIONS  COMMITTEE 


EXISTING  SITUATION 

PANEL  RECOMMENDATION 

PBS  -  PQ  100  CHAPTER  4 

Section  Page  25 

Structural  Engineering  -  This  section  on 
alterations  in  existing  buildings  states 
that  "GSA  treats  buildings  45  years  old 
and  older"  as  historic. 

This  is  a  premium  in  that  many 
buildings  of  this  age  may  have  no 
historical  significance.   Age  is  not  the 
only  criteria  of  historical  significance. 

Section  Page  12 

Post  tensioning  is  allowed  in  lower 
earthquake  zones.  However  GSA 
regions  frequently  di.sallow  due  to  future 
flexibility  requirements. 

Allow  selective  post  tensioning  at 
engineer's  discretion.   For  example,  if 
beams  above  arc  post  tensioned, 
flexibility  can  be  achieved  along  with 
cost  savings. 
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Independent  Courts  Building  Program  Panel 


PROGRAM  RESTRICTIONS  COMMFTTEE 


EXISTING  SITUATION 

PANEL  RECOMMENDATIONS           | 

PBS-PQIOO  -  CHAPTER  5  -  HVAC                                                                                  | 

1. 

Sprinklers  in  cooling  tower 

1. 

Analyze  need. 

2. 

Hnmidificadon  and  associated 
materials 

2. 

Consider  limited  humidification. 

3. 

Redundant  boilers 

3. 

Consider  2  boilers  at  75%  capacity 
each                                                   1 

PBS-PQIOO  -  CHAPTER  5  -  PLUMBING 

1. 

Duplex  gas  water  heaters 

1. 

Single  gas  fired  heater 

2. 

Chilled  water  to  drinking  fountains 

2. 

Delete 

3. 

Dual  unit  electric  water  coolers 

3. 

Single  unit 

4. 

Zone  1  seismic  restraints 
requirements  as  a  minimum 

4. 

Use  seismic  restraiats  only  as 
required 

5. 

High  quality  plumbing  fixtures 

5. 

consider  fixtures  by  Briggs, 
Mansfield  &  Gerber 

6. 

140F  water  in  hot  water  heaters 

6. 

Use  120F  water 

7. 

Tempered  water  to  public  toilets 

7. 

Use  a  single  water  system  with  hot 
and  cold  water  with  hot  and  cold 
type  faucets 

8. 

Manual  tempered  water  faucets  to 
handicap  lavatories 

8. 

Consider  less  costly  model 

9. 

Electronic  flush  valves  in  handicap 
fixtures 

9. 

Consider  less  costly  manual  model 

10. 

Heavy  duty  mixing  valves  in 
showers  and  bathtubs 

10. 

Use  lighter  duty  valves 

11. 

Janitor  Qosets 

11. 

Use  a  maximum  of  1  per  floor 

12. 

Floor  drains  and  hose  bibs  in  all 
toilet  rooms 

12. 

Use  only  in  public  toilets 
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PROGRAM  RESTRICTIONS  COMMTITEE 

EXISTING  SITUATION 

PANEL  RECOMMENDATIONS           | 

PBS-PQIOO  -  CHAPTER  6  -  ELECTRICAL 

1. 

Two-level  switching  in  offices 

1. 

Delete 

2. 

Conduit  and  wire  for  branch  circuit 
wiring 

2. 

Consider  metal  clad  cable 

3. 

Conduit  and  wire  for  fire  alarm 
system 

3. 

Use  teflon  insulated  cable  without 
conduit 

4. 

Separate  ground  wire  in  general 
purpose  receptacle  raceways 

4. 

Use  only  where  separate  grounds 
are  required 

5. 

100%  overload  capacity  on 
emergency  generator 

5. 

Delete 

6. 

Concrete  encasement  of  imderground 
service  raceways 

6. 

Use  direct  buried  rigid  steel 
raceways  with  PVC  jacket  or 
asphaltum  coating 

7. 

Copper  used  in  panelboard  and 
switchboard  busses  as  well  as 
transformer  coils 

7. 

Use  aluminimi 

8. 

"Premium  industrial  specification 
grade"  wiring  devices 

8. 

Use  standard  specification  grade 

9. 

Door-in-door  panelboards 

9. 

Use  standard  trims 

10. 

115C  rise  transformer  (15% 
overload  capacity) 

10. 

Use  150C  rise  transformers  (no 
overload  capacity) 
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PROGRAM  RESTRICTIONS  COMMITTEE 

EXISTING  SITUATION 

PANEL  RECOMMENDATIONS           | 

PBS-PQIOO  -  CHAPTER  13  -  FIRE  PROTECTION 

1. 

Cross-connection  of  FSP  supply 
risers 

1. 

Delete  requirement 

2. 

Galvanized  pipe  in  dry  pipe  and 
fixed  spray  systems 

2. 

Use  black  steel  pipe 

3. 

Concealed  type  sprinkler  heads 

3. 

Use  semi-recessed  type 

4. 

Chrome  plated  fire  hose  valves 

4. 

Use  brass  type 

5. 

Portable  fire  extinguishers  supplied 
by  Contractor 

5. 

Fire  extinguishers  supplied  by 
Owner/User 
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STATEMENT  OF  J.  WILLIAM  GADSBY,  DIRECTOR,  GOVERN- 
INffiNT  BUSINESS  OPERATIONS,  GENERAL  ACCOUNTING  OF- 
FICE 

Mr.  Gadsby.  Thank  you,  Mr.  Chairman.  ^^  „  ,  ,  ^  _ 
I  might  comment  that  a  lot  of  people  view  the  Federal  Govern- 
ment through  other  windows  than  the  courts.  Most  people  view 
government  through  the  Social  Security  Administration  the  Postal 
Service  the  IRS,  the  veterans  through  the  Veterans  Administra- 
tion. There  are  other  windows  through  which  the  public  in  general 

views  the  government.  ^     •     i   j     ;4.  ;„  fu^ 

I  have  a  prepared  statement,  you're  going  to  include  it  in  the 

record,  I  will  briefly  summarize  it  or  we  could  just  move  beyond 

that.    '  .      .^ 

Senator  Warner.  Just  summarize  it. 

Mr.  Gadsby.  OK,  thank  vou. 

As  you  requested,  Mr.  Chairman,  my  testimony  focuses  on  oppor- 
tunities for  cost  savings  in  the  public  buildings  area.  In  many  ot 
our  reports  and  testimonies  on  public  buildings  issues  oyer  the  last 
6  vears  we  discussed  several  factors  that  impeded  GSAs  ability  to 
effectively  acquire  and  manage  office  space.  These  included  the 
budget  scorekeeping  rules  that  favor  operating  leases  over  owner- 
ship Federal  building  fund  limitations  themselves,  the  overall  lack 
of  strategic  focus  and  information  for  sound  decisionmaking  inet- 
fective  Government-wide  asset  management  and  disposal  policies 
the  prospectus  authorization  process,  which  you  ve  talked  about 
here  today  somewhat,  and  a  lack  of  discretionary  building  purchase 

^""These^fectors  'continue  to  impede  GSA's  ability  to  propose 
projects  and  Congress'  ability  to  select  the  most  effective  Federal 
housing  and  asset  management  options.  As  a  result,  the  Govern- 
ment is  spending  billions  of  dollars  more  than  necessary  in  the  long 
run  to  acquire  and  manage  Federal  office  space.  . 

In  the  past  year,  we've  reviewed  major  construction  projects 
leasing  projects  and  building  and  repair  or  renovation  projects  that 
GSA  proposed  to  Congress  in  four  regions.  They  had  been  proposed 
between  fiscal  years  1990  and  1994,  and  they  were  projects  that  in- 
cluded the  results  of  a  GSA  economic  analysis  on  the  alternative 
acquisition  options.  _  .     , 

GSA's  economic  analysis  for  22  of  23  construction  projects  we  re- 
viewed showed  that  construction  was  the  less  costly  option  in  the 
long  run  rather  than  leasing.  In  contrast  to  this,  GSAs  economic 
analysis  for  55  of  73  leases  we  looked  at  showed  that  construction 
would  have  been  a  less  costly  alternative  and  saved  approximately 
$700  million  over  a  30-year  period.  r  n .    r  o.  K„;i^;ncT 

In  a  similar  fashion,  GSA's  economic  analysis  of  14  of  84  building 
renovation  projects  that  we  looked  at  showed  that  about  $300  mil- 
lion could  have  been  saved  if  they  had  actually  disposed  of  those 
buildings  and  constructed  new  ones.  .        ^i     i       ^^ 

Our  work  indicated  that  GSA  proposed  the  most  cost  y  leases 
and  building  renovations  because  one  or  more  of  the  tactors  that 
I  mentioned  at  the  beginning  impeded  its  ability  to  propose  the 
most  cost-effective  option.  ,^^^  ,       .  ^  ,.,v,4^u 

I'd  like  to  move  now  to  our  February  1995  leasing  report  which 
assessed  the  efficiency  and  effectiveness  of  GSAs  process  oriented 
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approach  for  leasing  office  space,  and  contrast  that  approach  with 
the  more  results  oriented  approach  used  by  the  private  industry. 
This  report  showed  that  GSA's  leasing  process  did  not  enable  it  to 
respond  quickly  enough  in  today's  dynamic  commercial  market, 
and  impeded  its  ability  to  get  the  best  available  leasing  values.  It 
also  impeded  the  timely  delivery  of  space  to  the  tenants. 

For  34  leases  that  we  reviewed,  GSA  took  an  average  of  20 
months  to  deliver  office  space  to  the  requesting  Federal  agency, 
and  had  only  one  or  two  responsive  offers  from  landlords  for  24 
leases,  or  about  70  percent  of  them.  In  contrast,  the  approach  that 
the  private  sector  firms  we  contacted  typically  used  was  much  sim- 
pler, more  flexible,  took  less  time  and  seemed  to  result  in  better 
overall  leasing  values.  Unlike  GSA,  these  firms  generally  did  not 
establish  highly  prescriptive  and  detailed  space  specifications  and 
their  lease  solicitations  and  contracts  were  much  simpler  and 
shorter  than  GSA's. 

The  more  results  oriented  approach  typically  enabled  these  firms 
to  lease  and  occupy  space  in  less  than  one-third  of  the  time  it  took 
GSA,  and  to  get  leasing  values  that  they  and  many  brokers  that 
we  talked  to  said  were  better  than  GSA's. 

On  a  positive  note,  GSA  has  made  several  administrative  or 
streamlining  changes. 

Senator  Warner.  I'm  very  interested  in  what  you  said.  Have  you 
had  an  opportunity  to  share  this  with  the  GSA  and  discuss  it,  and 
is  there  a  course  of  action  that  you  jointly  agreed  on,  or  is  it  a  leg- 
islative requirement?  Nobody's  perfect,  and  I  have  a  high  regard 
for  GAG,  not  the  least  of  which,  your  boss.  We  worked  together 
many  years  ago,  in  the  Navy  Department,  before  you  were  bom.  A 
very  fine  man.  Tell  me,  what  are  we  going  to  do  about  it? 

Mr.  Gadsby.  In  the  leasing  area,  as  I  was  getting  to,  the  GSA 
has  made  a  number  of  changes  on  small  leases  where  they've 
streamlined  that  process.  Agencies  are  saying  that  it's  getting 
much  better.  They're  delivering  space  faster.  We've  experienced 
that  also  in  our  own  office  where  we  work  with  GSA  to  lease  space 
for  some  of  our  regional  facilities. 

And,  they  are  now  looking  at  trying  to  apply  these  concepts 
they're  using  in  a  broader  context  with  some  of  their  larger  leases 
and  so  forth.  So  they  are  working  to  streamline  that,  and  yes,  they 
certainly  are  aware  of  our  report,  they  commented  on  it  before  we 
issued  it  in  February. 

Senator  WARNER.  Do  you  feel  as  a  consequence  of  your  report 
that  some  progress  is  being  made  along  those  guidelines? 

Mr.  Gadsby.  Yes. 

Senator  Warner.  That's  very  encouraging.  Now  you  want  to  go 
to  the  positive  side. 

Mr.  Gadsby.  That  was  the  positive  side. 

Senator  Warner.  Well,  that's  a  good  summary.  Because  I  have 
a  high  regard  for  what  you  do  as  an  entity,  and  I  want  to  make 
sure  that  something  comes  out  of  this  work  product. 

Mr.  Gadsby.  The  last  thing  I  just  wanted  to  touch  upon  concerns 
GSA's  reform  efforts  in  response  to  our  1992  transition  series  re- 
port as  well  as  the  1993  report  by  the  National  Performance  Re- 
view. GSA  has  made  a  number  of  reforms.  The  reforms  that  GSA 
has  made  and  is  considering  appear  responsive  to  a  lot  of  the  con- 
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cerns  that  we  have  raised.  As  a  bottom  line  in  this  area,  we  think 
that  GSA  is  moving  on  this  reform  and  is  moving  in  the  right  direc- 
tion. 

I'd  Hke  to  make  a  couple  of  other  comments.  Much  of  this  hear- 
ing is  focused  on  the  courthouse  area.  As  you  know,  our  office  has 
a  major  study  underway  on  courthouse  construction  that  is  sched- 
uled to  be  completed  in  September.  We've  been  looking  at  10  major 
courthouse  construction  projects.  Senator  Baucus  is  a  requestor  of 
that  work.  And  we  are  just  completing  the  field  work  now,  and  ex- 
pect to  be  prepared  to  discuss  the  results  of  that  work  in  Septem- 
ber. And  so  we'll  look  forward  perhaps  to  seeing  you  again  with 
more  detail  on  that. 

Senator  Warner.  Will  that  report  be  able  to  provide  the  commit- 
tee with  some  direction  as  to  how  we  should  take  the  30  percent 
cut? 

Mr.  Gadsby.  No,  I  don't  think  that  will.  It  will  basically  look  at 
courthouse  projects,  how  expensive  they  are,  why  they're  expensive, 
what  the  major  cost  drivers  are.  It  will  also  discuss  ways  in  which 
we  can  achieve  economies. 

In  terms  of  how  you  can  take  that  30  percent  reduction,  we 
would  support  the  provisions  that  are  contained  in  Senator  Baucus' 
bill.  They  basically  embrace  a  lot  of  the  recommendations  that 
we've  made  in  a  number  of  reports  over  a  number  of  years.  And, 
we  feel  that  they  would  provide  you  and  the  House  with  the  kind 
of  information  you  need  to  make  sound  decisions  in  this  area.  Also, 
I  think  the  quicker  that  type  of  information  can  get  into  your 
hands  and  the  hands  of  your  colleagues,  the  better  position  you'll 
be  in  to  make  those  decisions.  Until  that  time,  I  think  those  deci- 
sions are  going  to  be  more  subjective  than  perhaps  you'd  like  them 
to  be. 

Senator  Warner.  Anything  further? 

Mr.  Gadsby.  No,  that's  all. 

Senator  Warner.  We  will  have  questions,  and  we'll  send  them 
up  to  you. 

[Responses  by  Mr.  Gadsby  to  additional  questions:] 
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GAO 


United  States 

General  Accoonting  Office 

Washington,  D.C.  20648 


General  Government  Division 


August  3,  1995 

The  Honorable  John  W.  Warner 

Chairman,  Subcommittee  on  Transportation 

and  Infrastructure 
Committee  on  Environment  and  Public  Works 
United  States  Senate 

Dear  Mr.  Chairman: 

Enclosed  are  our  written  responses  to  the  questions  posed  in 
your  letter  of  July  24,  1995,  for  the  hearing  record  on  the 
General  Services  Administration's  (GSA)  public  buildings 
activities . 

If  you  or  your  staff  have  questions  about  our  responses  or 
need  additional  information  on  these  subjects,  please  call  me 
at  (202)  512-8387  or  Robert  B.  Mangum  at  (202)  501-2538. 

Si-rrcerely  yours , 

J.  Jwilliam  Gadsby 
Director,  Government  Business 
Operations  Issues 

Enclosure 
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GAO'S  Responses  To  Senator  Warner's  Additional  Questions 

Question  1 

The  1995  GAO  report  entitled  Federal  Office  Space:  More  Businesslike  Leasing 
Approach  Could  Reduce  Costs  and  Improve  Performance  criticizes  GSA's  "process- 
oriented  approach"  which  is  ".  .  .  grounded  in  Federal  procurement  law,  uniformity 
and  numerous  procedural  controls  added  over  the  years. ' 

What  steps  could  Congress  take  to  help  GSA  adopt  a  more  results-oriented  ap- 
proach? 

GAO's  Response 

There  are  several  things  that  Congress  could  do  to  encourage  GSA  to  adopt  a 
more  businesslike  approach  to  leasing,  further  streamline  and  simplify  its  leasing 
process,  and  enhance  GSA's  ability  to  lease  space  more  like  a  private  sector  tenant 
does.  For  example,  this  Committee  could  hold  hearings  to  (1)  aetermine  what  GSA 
has  done  and  is  doing  to  reinvent  its  leasing  policies,  procedures,  and  practices  and 
(2)  get  the  views  of  GSA  and  others,  such  as  the  Office  of  Management  and  Budget 
(OMB),  selected  Federal  tenant  agencies,  and  the  Building  Owners  and  Managers 
Association  International  (BOMA),  on  any  legal  or  regulatory  requirements  that  im- 
pede or  constrain  GSA's  ability  to  adopt  a  more  results-onented  leasing  approach 
and  what  Congress  could  do  to  nelp  overcome  or  resolve  them. 

Also,  Congress  could  direct  GSA  to  identify  any  laws,  regulations,  or  other  re- 
quirements that  impede  its  ability  to  make  its  leasing  process  less  costly  and  time 
consuming  and  report  its  findings  and  recommendations  for  change  to  this  and 
other  cognizant  committees.  As  a  colder  step.  Congress  could  hold  hearings  to  reex- 
amine the  various  Federal  procurement  and  contracting  laws  and  regulations  that 
guide  GSA's  leasing  activities.  Or,  Confess  could  direct  GSA  to  experiment  with 
the  use  of  private  sector  leasing  practices;  authorize  temporary  exemptions  from 
guiding  Federal  procurement  laws  and  reflations,  such  as  the  Competition  in  Con- 
tracting Act  (CICA)  and  the  Federal  Acquisition  Regulation  (FAR);  and  require  GSA 
to  report  on  the  results  of  its  pilot  testing  and  how  the  temporary  exemptions  af- 
fected its  leasing  costs  and  performance. 

Question  2 

In  the  1989  GAO  report  entitled  Public  Buildings  Service:  GSA's  Projection  of 
Lease  Costs  in  the  1990s,  the  GAO  cited  certain  weaknesses  in  GSA's  controls  over 
its  cost  data  base,  such  as  its  failure  to  periodically  audit  its  data  base.  Since  that 
time,  has  GSA  made  progress  in  improving  its  controls  over  the  data  quality? 

GAO's  Response 

We  have  not  specifically  followed  up  on  this  report  to  determine  and  assess  GSA's 
efforts  to  improve  the  accuracy  and  reliability  of  its  data  base  used  to  project  future 
lease  costs.  However,  as  emphasized  in  our  December  1992  transition  series  report 
on  GSA  issues  and  most  of  our  reports  on  GSA's  public  buildings  activities  since 
1989,  GSA's  management  information  systems  have  not  effectively  supported  its  op- 
erations or  adequately  protected  them  from  fraud,  waste,  and  mismanagement.  In 
1992,  we  reported  that  management  information  system  deficiencies  in  the  public 
buildings  area  was  one  of  the  10  most  critical  management  problems  facing  GSA. 
In  1994,  we  reported  that  such  deficiencies  continue  to  impede  GSA's  ability  to  im- 
prove its  operational  performance  and  detect  program  losses  and  inefficiencies  and 
Congress'  ability  to  effectively  oversee  GSA's  activities. 

Oversight  of  GSA  management  information  systems  has  been  designated  as  a 
high-risk  area  by  both  the  Office  of  Management  and  Budget  (OMB)  and  GSA.  GSA 
first  reported  inadequate  timely  access  to  Public  Buildings  Service  (PBS)  business 
and  program-related  information  as  a  material  internal  control  weakness  under  the 
Federal  Managers'  Financial  Integrity  Act  (FIA)  in  1988.  Existing  PBS  information 
systems  are  outdated  and  outmoded.  GSA  is  in  the  process  of  developing  a  new  PBS 
information  system  and  expects  to  implement  it  by  September  1996.  GSA  expects 
that  the  successful  development,  testing,  and  implementation  of  this  new  system 
will  eliminate  this  high-risK  area  and  correct  this  continuing  material  internal  con- 
trol weakness. 

Question  3 

Now,  back  to  the  previously  discussed  1995  report  on  businesslike  approaches. 
GAO  recommended  in  that  report  that  GSA  move  away  from  its  costly  process-ori- 
ented approach  to  leasing. 

How  can  GSA  streamline  and  simplify  its  leasing  procedures  and  at  the  same 
time  increase  control  with  the  additional  data  review  recommended  in  the  1989  re- 
port? 
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GAO's  Response 

These  actions  are  not  conflicting  or  inconsistent,  and  GSA  is  doing  both.  The  data 
base  problems  and  needed  data  reviews  discussed  in  our  1989  report  related  to  the 
accuracy  and  reliability  of  the  data  that  GSA  used  to  estimate  or  project  future  of- 
fice space  leasing  costs.  As  indicated  earlier,  GSA  recognizes  the  need  to  improve 
the  accuracy  and  reliability  of  its  internal  PBS  management  information  systems 
and  has  efforts  underway  to  develop  and  implement  a  new  modern  system  to  better 
enable  it  to  manage  and  oversee  public  buildings  activities  and  protect  them  from 
fraud,  waste,  and  mismanagement. 

Our  recommendation  in  flie  February  1995  report  that  GSA  explore  opportunities 
to  simplify  and  streamline  its  leasing  process  and  make  it  more  businesshke  related 
to  the  policies,  procedures,  and  practices  that  GSA  uses  to  solicit  bids  from  prospec- 
tive commercial  landlords  and  brokers,  review  and  evaluate  those  offers,  and  award 
government  leases.  We  concluded  that  GSA's  highly  prescriptive  and  process-ori- 
ented leasing  approach  has  become  at  odds  with  the  dynamic  commercial  real  estate 
and  impeded  GSA's  ability  to  get  good,  timely  leasing  values  and  appeared  to  be 
causing  the  government  to  pay  more  than  is  necessary  for  leased  space.  In  response 
to  our  report  and  the  overall  conclusions  and  recommendations  of  the  National  Per- 
formance Review  (NPR),  GSA  is  attempting  to  streamline  its  leasing  function.  As 
indicated  in  our  prepared  statement,  GSA  has  already  made  several  administrative 
streamlining  changes  in  its  leasing  process  that  seem  to  have  reduced  the  time  it 
takes  to  complete  certain  leasing  actions,  particularly  small  leases. 

Question  4 

In  the  1989  GAO  report  entitled  Federal  Office  Space:  Increased  Ownership  Would 
Result  in  Significant  Cost  Savings,  GAO  maintained  that  Congress  should  remove 
the  restrictions  on  the  amount  of  rent  paid  by  tenant  agencies  to  GSA. 

a.  Are  there  still  rent  restrictions  or  caps  in  place? 

b.  If  so,  for  which  agencies? 

c.  Is  it  not  unfair  for  other  agencies  who  do  not  have  these  rent  caps? 

d.  Is  this  matter  a  significant  contributor  to  the  Federal  Buildings  Fund  shortfall? 

GAO's  Response 

a.  and  b.  Although  0MB  and  Congress  have  eliminated  most  of  the  across-the- 
board  rent  restrictions,  as  we  recommended  in  our  1989  report,  remaining  rent  limi- 
tations affecting  the  Departments  of  Agriculture  and  Transportation,  Food  and  Drug 
Administration,  and  certain  trust  fund  agencies,  such  as  the  Social  Security  Admin- 
istration, Health  Care  Financing  Administration,  and  Railroad  Retirement  Board, 
continue  to  prevent  GSA  from  collecting  full  commercially  comparable  rent. 

c.  We  agree  that  such  limitations  seem  to  be  inequitable  and  unfair  for  other  Fed- 
eral agencies  that  have  paid  and  continue  to  pay  their  full  rent.  In  this  regard,  it 
shoula  be  noted  that  GSA  reviewed  overall  rent  charges  in  fiscal  year  1994,  found 
that  rents  exceeded  market  rates  in  17  metropolitan  areas,  and  reduced  its  rent 
rates  where  appropriate  which  is  expected  to  reduce  its  1995  rent  revenue  by  some 
$200  million. 

d.  Since  1975,  when  the  Federal  Buildings  Fund  (FBF)  became  operational,  the 
Fund  has  generated  less  revenue  than  expected,  and  that  revenue  has  not  been  suf- 
ficient to  finance  both  growing  capital  investment  needs  in  new  and  existing  Federal 
buildings  and  the  costs  of  leased  space.  One  reason  for  this  revenue  shortfall  has, 
of  course,  been  rent  caps  and/or  restrictions.  GSA  has  estimated  that  cumulative 
rent  constraints  since  1975  have  reduced  available  FBF  revenue  by  about  $5  billion. 
This  is  money  that  could  have  been  used  to  finance  needed  capital  investment  in 
the  Federal  buildings  infrastructure.  Because  of  this  shortfall.  Congress  has  supple- 
mented FBF  revenue  by  about  $4  billion  in  the  1990's  through  borrowing  from  the 
Federal  Financing  Bank  and  direct  appropriations  to  allow  GSA  to  construct  several 
new  Federal  courthouses  and  other  facilities. 

Question  5 

Naturally,  we  would  expect  tremendous  housing  savings  in  future  years  from  the 
ongoing  government  downsizing.  Do  you  see  procedural  or  budget  obstacles  for  GSA 
that  might  prevent  expected  savings? 

GAO's  Response 

Potential  savings  from  space  reductions  as  a  result  of  government  downsizing  and 
other  efforts  to  reduce  the  size  and  costs  of  government,  reduced  Federal  agency  ap- 
propriations for  rent,  and  increased  efficiencies  in  Federal  building  operations  will 
require  actions  by  other  Federal  agencies  and/or  Congress  that  are  beyond  GSA's 
direct  control.  As  the  government  downsizes  and  streamlines  its  organizations,  for 
example,  GSA  plans  to  (1)  eliminate  where  possible  costly  leased  space  that,  in 
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total,  now  represents  about  48  percent  of  its  total  space  portfolio  and  costs  about 
$2.3  billion  annually  and  (2)  move  agencies  and  employees  from  leased  to  govern- 
ment-owned space  where  possible. 

As  we  first  reported  in  our  May  1991  report  entitled  Federal  Buildings:  Actions 
Needed  to  Prevent  Further  Deterioration  and  Obsolescence  (GAO/GGD-91-57),  how- 
ever, many  federally  owned  buildings  have  been  neglected  and  now  need  major, 
costly  repairs  and  renovations  to  bring  them  up  to  acceptable  quality,  functional, 
and  health  and  safety  standards.  Bringing  these  buildings  up  to  acceptable  stand- 
ards will  take  several  years  and  cost  billions  of  dollars.  GSA  already  has  begun  in- 
creasing its  annual  budget  requests  for  repairs  and  renovations  of  existing  federally 
owned  space  and  expects  to  spend  almost  $1  billion  on  this  activity  in  fiscal  year 
1995  ana  over  $1  billion  in  fiscal  year  1996. 

GSA's  efforts  to  move  Federal  agencies  from  leased  to  government-owned  space 
also  may  require  additional  appropriations  to  finance  agency  relocations  to  vacated 
space  and  the  initial  space  alterations  associated  with  these  moves.  As  buildings  age 
and  Federal  space  requirements  continue  to  change,  many  of  the  existing  Federal 
buildings  will  need  to  be  replaced.  When  this  occurs,  funding  limitations,  budget 
scorekeeping  rules,  and  the  other  factors  highlighted  in  our  prepared  statement  like- 
ly will  impede  GSA's  ability  to  construct,  purchase,  or  lease-purchase  replacement 
buildings. 

Question  6 

Your  testimony  makes  mention  that  GAO  has  focused  a  great  deal  of  attention 
on  GSA's  public  buildings  service  over  the  last  6  years. 

a.  What  over  this  period  are  GSA's  3  most  important  reforms? 

b.  Likewise,  what  are  the  3  most  important  factors  or  problems  that  GSA  has 
failed  to  remedy? 

GAO's  Response 

a.  From  our  vantage  point,  GSA's  three  most  important  agencywide  reforms  have 
been  initiated  over  the  past  2  years.  These  are  GSA's  commitment  and  plans  to  (1) 
end  its  longstanding  service  monopolies  and  use  private  sector  practices  as  bench- 
marks to  streamline  its  operations  and  reform  the  way  it  does  business,  (2)  separate 
its  policy  and  oversight  responsibilities  from  service  delivery  and  establish — by  Oc- 
tober 1,  1995 — an  agencywide  Office  of  Policy  and  Oversight  to  enhance  its  ability 
to  carry  out  effective  governmentwide  policy  and  oversight  in  the  real  property  and 
other  mission-support  services  areas,  and  (3)  identify  the  most  cost-effective  method 
of  ownership,  management,  and  operations  for  each  of  its  assigned  mission-support 
responsibilities  or  business  lines  and  seek  the  necessary  authority  to  implement  the 
most  cost-effective  alternatives. 

b.  We  believe  that  the  three  most  important  factors  or  problems  that  GSA  has 
not  yet  remedied  are  (1)  GSA  continues  to  lack  a  strategic  focus,  approach,  and  plan 
for  meeting  Federal  space  needs  and  managing  existing  Federal  buildings  in  the 
most  cost-effective  manner  and  facilitating/guiding  congressional  oversight  and  deci- 
sionmaking; (2)  pervasive  management  information  system  deficiencies  in  the  public 
buildings  area  that  impede  effective  program  management  and  oversight  and  make 
GSA's  activities  particularly  vulneraole  to  fraud,  waste,  and  mismanagement;  and 
(3)  GSA  has  not  fully  and  effectively  fulfilled  its  envisioned  governmentwide  leader- 
ship and  oversight  role  in  Federal  real  property  management  and  disposal  area. 

Question  on  Patent  and  Trademark  Office  (PTO) 

The  Committee  intended  to  take  testimony  in  April  on  the  administration's  plans 
for  housing  the  U.S.  Patent  and  Trademark  Office  (PTO).  The  Committee  is  aware 
that  meetings  took  place  among  PTO,  GSA,  and  the  Office  of  Management  and 
Budget  (0MB)  regarding  a  prospectus  for  PTO. 

a.  What  is  the  status  of  those  efforts? 

b.  Why  has  it  taken  so  long  to  respond  to  a  space  need  which  we  have  known 
about  for  some  time? 

c.  When  can  we  expect  to  see  a  prospectus  for  PTO? 

d.  In  your  opinion,  what  is  the  effect  of  the  current  budget  discussions  on  housing 
PTO? 

GAO's  Response 

We  have  no  information  on  this  and,  therefore,  are  not  in  a  position  to  respond 
to  these  questions. 

General  Question  on  How  the  Committee  Should  Proceed 

The  current  prospectuses  we  have  before  us  for  FY95  and  FY96  total  $1.22  bil- 
lion— however  the  House  recently  only  approved  $380  million  for  new  construction 
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for  fiscal  year  1996,  none  of  which  was  for  courthouse  projects.  In  Hght  of  the  large 
differential  in  these  dollar  figures  and  the  criteria  which  I  have  presented  to  you 
in  mv  opening  statement,  can  you  enlighten  the  Subcommittee  as  to  how  you  believe 
we  should  proceed? 

GAO's  Response 

We  agree  with  the  broad  criteria  you  outlined  in  your  March  29,  1995,  letter  to 
Chairman  Chafee  of  the  full  Committee  and  highlighted  in  your  opening  statement. 
Without  a  comprehensive  GSA  strategic  plan  to  facilitate  and  guide  decisionmaking, 
however,  there  is  little  or  no  assurance  that  the  public  buildings  projects  this  Sub- 
committee is  being  asked  to  approve  and  authorize  are  fully  justified  and  represent 
the  most  critically  needed  or  most  cost  effective  projects.  Given  this,  current  and 
projected  continuing  budget  constraints,  and  the  need  to  invest  in  the  existing  feder- 
ally owned  buildings  inirastructure  that  historically  has  been  neglected,  the  Sub- 
committee may  want  to  approve  only  new  acquisition  projects  that  are  already  in 
design  or  construction  or  repair  and  renovation  projects  in  existing  Federal  build- 
ings, as  GSA  Administrator  Johnson  recommended  in  his  prepared  statement. 

Question  on  Reinvention,  Privatization,  and  Out-Sourcing 

The  Committee  is  aware  that  GSA  has  been  evaluating  those  GSA  functions  to 
determine  which  might  be  suitable  for  privatization,  or  for  GSA  to  make  greater  use 
of  private  sector  services. 

a.  Can  you  describe  this  process,  and  tell  the  Committee  whether  the  analvses 
performed  by  Arthur  Andersen  to  date  have  been  useful  or  shown  the  potential  for 
cost-savings  to  the  taxpayer? 

In  its  review  of  the  commercial  brokerage  and  leasing  functions,  I  am  told  that 
Arthur  Andersen  focused  Kot  on  reducing  the  $2.5  billion  which  GSA  currently 
spends  annually  on  leasing,  but  only  on  the  amount  GSA  spends  to  run  leasing  pro- 
grams. 

b.  Should  not  the  focus  of  such  analysis  be  on  reducing  the  Billions  we  spend  for 
leases? 

I  believe  the  Committee  would  be  interested  in  exploring  the  idea  of  making 
greater  use  of  private  sector  services  in  the  leasing  area. 

c.  Does  the  GSA  have  any  plans  to  work  with  the  private  sector  in  the  leasing 
area,  by  large-scale  out-sourcing  of  this  function,  or  by  piloting  test  projects  to  see 
what  can  be  achieved? 

GAO's  Response 

a.  Although  GSA  is  in  a  position  to  respond  more  definitively  to  this  question, 
GSA  has  developed  and  is  using  a  Federal  operations  review  model  (FORM)  to  ana- 
lyze each  of  its  16  major  support-services  activities  or  business  lines.  In  addition  to 
the  options  of  terminating  activities,  continuing  to  run  them  itself,  or  transferring 
them  to  other  Federal  agencies,  GSA  reportedly  is  considering  such  other  alter- 
natives as  contracting  out,  government  corporations,  joint  ventures,  and  employee 
share  ownership  plans.  GSA's  FORM  analyses  are  being  done  in  phases.  Phase  I 
is  an  analysis  of  each  of  its  16  major  business  lines.  Phase  II  is  an  analysis  of  one 
or  more  combined  or  bundled  business  lines  that  are  related  in  some  way  that  addi- 
tionally is  to  factor  in  other  considerations,  such  as  human  resource  concerns;  legal, 
ethical,  and  organizational  issues;  and  the  social,  economic,  and  political  implica- 
tions of  alternative  options.  Phase  III  is  GSA's  recommendations  and  implementa- 
tion of  the  most  cost-effective  option  for  each  activity  or  business  line.  We  under- 
stand that  GSA  expects  to  complete  its  phase  I  business  line  analyses  by  November 
1,  1995,  and  phases  II  and  III  by  April  1996. 

GSA  contracted  with  Arthur  Andersen  and  Co.  for  assistance  in  developing  the 
FORM  model  and  applying  it  to  each  of  its  business  lines.  As  of  July  25,  1995,  GSA 
reported  that  it  had  essentially  completed  its  phase  I  analyses  of  six  business 
lines — commercial  broker,  internal  computer  operations,  fleet  management,  real 
property  management,  governmentwide  information  technology  acquisitions,  and 
travel.  However,  GSA's  final  reports  on  the  results  of  these  pnase  I  analyses  had 
not  been  issued  as  of  that  date,  and  we  have  not  yet  had  the  opportunity  to  review 
them. 

b.  In  its  phase  I  analysis  of  the  commercial  broker  business  line,  your  observation 
that  GSA  focused  on  the  volume  of  leasing  activity,  number  of  transactions,  and  its 
costs  to  run  the  leasing  function,  not  on  how  to  reduce  total  leasing  costs  that 
amount  to  almost  $2  billion  annually,  is  correct.  GSA's  FORM  analyses  are  designed 
to  determine  (1)  GSA's  proper  role  in  providing  various  mission-support  services  to 
the  Federal  agency  community,  and  (2)  the  most  cost-effective  method  of  ownership, 
management,  and  operations  for  carrying  out  each  of  its  business  lines.  Accordingly, 
these  analyses  are  not  designed  to  and  do  not  address  or  resolve  programmatic  is- 
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sues,  such  as  specifically  how  total  leasing  costs  can  be  reduced.  We  certainly  agree 
that  GSA  needs  to  find  ways  to  reduce  its  spending  for  leased  space,  especially  when 
its  economic  analyses  of  alternative  housing  options  show  that  leasing  is  not  the 
most  cost-effective  alternative.  As  mentioned  in  our  prepared  statement  and  in  re- 
sponse to  an  earlier  question,  GSA  has  other  efforts  underway  to  streamline  its  leas- 
ing process,  make  its  leasing  policies  and  procedures  more  businesslike,  and  move 
Federal  agencies  from  costly  leased  space  to  federally-owned  space  as  the  govern- 
ment downsizes.  These  actions  should  result  in  lower  overall  Federal  leasing  costs, 
c.  We  have  no  information  on  whether  GSA  plans  to  privatize  or  out-source  some 
or  all  of  its  leasing  activities.  As  indicated  earlier,  we  nave  not  yet  had  the  oppor- 
tunity to  review  the  results  of  GSA's  phase  I  FORM  analysis  of  its  commercial 
broker  business  line.  Consequently,  we  are  not  in  a  position  to  respond  to  this  par- 
ticular question.  However,  we  agree  that  this  matter  should  be  explored.  In  our  Feb- 
ruary 1995  leasing  report,  we  recommended,  among  other  things,  that  GSA  (1)  work 
closely  with  Federal  customer  agencies  and  the  commercial  real  estate  community 
to  identify  alternative  ways  of  carrying  out  the  leasing  function  and  to  evaluate 
their  use  and  potential  adoption,  and  (2)  seek  any  necessary  authority  to  test  the 
benefits,  risks,  and  potential  Federal  application  of  private  industry  leasing  prac- 
tices or  other  alternatives  and  adopt  those  private  industry  practices  or  other  alter- 
natives tested  that  result  in  documented  improvements  in  GSA's  leasing  perform- 
ance, make  sense,  and  are  cost  effective. 

Question  on  Privatizing  GSA's  Federal  Supply  Service 
My  staff  received  a  copy  of  a  draft  study  entitled  "Restructuring  the  Federal  Sup- 

[)ly  Service,  General  Services  Administration,  as  a  Government  Corporation."  This 
ooks  like  an  interesting  approach  to  privatization.  Could  this  be  further  developed 
and  presented  as  a  formal  proposal? 

GAO's  Response 

We  have  seen  this  draft  study  and  agree  that  this  privatization  approach  may 
have  merit.  We  understand  that  GSA's  Federal  Supply  Service  (FSS)  began  looking 
at  this  option  as  well  as  others  in  response  to  the  administration's  Reinventing  Gov- 
ernment II  initiative  in  December  1994.  This  was  before  GSA  committed  to  the 
FORM  business  line  review  process  which  has  since  overtaken  earlier  analyses.  Ac- 
cording to  the  FSS  Commissioner,  restructuring  FSS  as  a  corporation  will  be  com- 
pared with  all  other  government  and  privatization  alternatives  within  the  overall 
framework  of  the  established  FORM  process. 

As  of  July  25,  1995,  GSA  expected  to  complete  its  phase  I  analysis  of  the  costs 
and  potential  alternative  ownership,  management,  and  operational  options  for  the 
Federal  supply  and  procurement  business  line  in  October  1995.  We  understand  that 
GSA  plans  to  complete  its  phase  II  analysis  of  other  key  business  line  consider- 
ations, such  as  human  resource  concerns  and  legal,  ethical,  and  public  policy  issues, 
by  January  1996.  Sometime  after  that,  depending  upon  the  results  of  its  analysis 
and  consiaeration  of  other  factors,  GSA  expects  to  be  in  a  position  to  recommend 
the  most  cost-effective  means  of  carrying  out  the  Federal  supply  function.  This  could 
be  a  government  corporation  or  some  other  alternative. 

Finally,  we  are  encouraged  by  GSA's  efforts  to  systematically  determine  the  most 
cost-effective  means  of  providing  supplies  and  other  mission-support  services  to  Fed- 
eral agencies.  In  the  Federal  supply  area,  our  December  1992  report  entitled  Gen- 
eral Services  Administration:  Increased  Direct  Delivery  of  Supplies  Could  Save  Mil- 
lions (GAO/GGD-93-32)  emphasized  that  millions  of  dollars  could  be  saved  annu- 
ally if  GSA  had  more  orders  shipped  directly  to  Federal  agencies  from  suppliers  in- 
stead of  from  its  depots.  Our  work  also  raised  questions  about  the  continuing  need 
for  GSA's  supply  depots.  We  made  several  recommendations  to  GSA  that  were 
aimed  at  increasing  reliance  on  direct  vendor  deliveries  to  Federal  agencies,  elimi- 
nating uneconomical  orders,  significantly  reducing  depot  operations,  and  systemati- 
cally questioning  the  continued  need  for  depots. 

Mr.  Gadsby.  Thank  you. 

Senator  Warner.  Thank  you  very  much,  thanks  everybody. 
Hearing  adjourned. 

[Whereupon,  at  3:37  p.m.,  the  subcommittee  was  adjourned,  to 
reconvene  at  the  call  of  the  Chair.] 

[Additional  material  submitted  for  the  record  follows:] 
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104th  congress 
1st  Session 


S.  1005 


To  amend  the  Public  Buildiugjs  Act  of  1959  to  improve  tlie  process  of 
constructing,  altering,  pui-chasing-,  and  acquiring  public  buildings,  and 
for  other  purposes. 


IN  THE  SENATE  OF  THE  UNITED  STATES 

June  29  (legislative  day,  June  19),  1995 

Mi-.  Balcls  introduced  the  following  bill;  which  was  read  twice  and  refened 

to  the  Committee  on  Eimronment  and  Public  Works 


A  BILL 

To  amend  the  Public  Buildings  Act  of  1959  to  improve 
the  process  of  constructing,  altering,  purchasing,  and 
acquiring  public  buildings,  and  for  other  purposes. 

1  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

2  tives  of  the  United  States  of  America  in  Congress  assembled, 

3  SECTION  1.  SHORT  TITLE. 

4  This  Act  may  be  cited  as  the  "Public  Building-s  Re- 

5  form  Act  of  1995". 

6  SEC.  2.  SITE  SELECTION. 

7  Section  5  of  the  Public  Buildings  Act  of  1959  (40 

8  U.S.C.  604)  is  amended  by  adding  at  the  end  the  foUow- 

9  ing: 
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1  "(d)  Consideration  of  Costs. — In  selecting  a  site 

2  for  a  project  to  construct,  alter,  purchase,  or  acquire  (in- 

3  eluding  lease)  a  public  building,  or  to  lease  office  or  any 

4  other  type  of  space,  under  this  Act,  the  Administrator 

5  shall  consider  the  impact  of  the  selection  of  a  particular 

6  site  on  the  cost  and  space  efficiency  of  the  project.". 

7  SEC.  3.  CONGRESSIONAL  OVERSIGHT  OF  PUBLIC  BUILD- 

8  INGS  PROJECTS. 

9  (a)  In  General. — Section  7  of  the  Public  Buildings 

10  Act  of  1959  (40  U.S.C.  606)  is  amended— 

11  (1)  in  subsection  (a) — 

1 2  (A)  by  striking  the  last  sentence; 

13  (B)  in  the  first  sentence,  by  striking  "In 

14  order"  and  inserting  the  following: 

15  "(2)     Prerequisites     to     obligation     of 

16  FUNDS. — 

17  "(B)  Al'PROVAL  REQUIRE.ME.VrS. — 

18  "(i)  Construction,  alteration, 

19  PURCHASE,  AND  ACQUISITION. — In  order"; 

20  (C)    in   the   second    sentence,    by   striking 

21  "No"  and  inserting  the  following: 

22  "(ii)  Lease.— No"; 

23  (D)  in  the  third  sentence,  by  striking  "No" 

24  and  inserting  the  following: 

25  "(iii)  Alteration. — No"; 
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1  (E)  by  striking-  "Sec.  7.  (a)"  and  inserting 

2  the  following: 

3  "SEC.     7.     SUBMISSION    AND    APPROVAL     OF    PROPOSED 

4  PROJECTS. 

5  "(a)  Ix  General. — 

6  "(1)  Public  buildings  pi^vn. — 

7  "(A)    In    gener^vl. — Not    later   than    15 

8  days  after  the  President  submits  to  Congi-ess 

9  the  budget  of  the  United  States  Government 

10  under  section   1105  of  title  31,  United  States 

11  Code,  the  Administrator  shall  submit  to  Con- 

12  gress  a  public  building-s  plan  (referred  to  in  this 

13  subsection  as  the  'biennial  plan')  for  the  fir.st  2 

14  fiscal  years  that  begin  after  the  date  of  submis- 

15  sion.    The    biennial    plan    shall    specify    such 

16  projects  for  which  approval   is  required  under 

17  paragraph  (2)(B)  relating  to  the  construction, 

18  alteration,    purcha.se,   or  acquisition    (including 

19  lease)  of  public  buildings,  or  the  lease  of  office 

20  or  any  other  t\^)e  of  space,   as  the  Adminis- 

21  trator  determines  are  necessary  to  carry  out  the 

22  duties  of  the  Administrator  under  this  Act  or 

23  any  other  pro\ision  of  law. 

24  "(B)  Contents.— The  biennial  plan  shall 

25  include — 

•S  1005  IS 


82 


4 

1  "(i)   H   5-year  strategic   capital   asset 

2  management  plan  for  accommodating  the 

3  public  building  needs  of  the  Federal  Gov- 

4  erimient  that  reflects  the  office  space  and 

5  other  public  buildings  needs  of  the  Federal 

6  Government  and  that  is  based  on  procure- 

7  ment  mechanisms  that  allow  the  Adminis- 

8  trator  to  take  advantage  of  fluctuations  in 

9  market  forces  affecting  building  construc- 

10  tion  and  availability; 

11  "(ii)alist— 

12  "(I)  in  order  of  priority,  of  each 

13  construction,   alteration,  purchase,  or 

14  acquisition    (including    lease)    project 

15  described    in    subparagi-aph    (A)    for 

16  which  an  authorization  of  appropria- 

17  tions  is — 

18  "(aa)  requested  for  the  first 

19  of  the  2  fiscal  years  of  the  bien- 

20  nial  plan  referred  to  in  subpara- 

21  graph    (A)    (refei-red    to    iti    this 

22  paragraph  as  the  'first  year');  or 

23  "(bb)    expected    to    be    re- 

24  quested  for  the  second  of  the  2 

25  fiscal  years  of  the  biennial  plan 

•S  1005  IS 


83 


5 

1  referred  to  in  subparagraph  (A) 

2  (referred  to  in  this  paragraph  as 

3  the  'second  year');  and 

4  "(11)  that  inckides  a  description 

5  of  each  such  project  and  the  number 

6  of  square  feet  of  space  planned   for 

7  each  such  project; 

8  "(iii)   a  hst,   in  order  of  priority,   of 

9  each  lease  or  lease  renewal  described  in 

10  subparagraph  (A)  for  which  an  authoriza- 

1 1  tion  of  appropriations  is — 

12  "(I)  requested  for  the  first  year; 

13  or 

14  "(II)  expected  to  be  requested  for 

15  the  second  year; 

16  "(iv)   a   list,   in  order  of  priority,   of 

17  each  planned   repair  or  alteration  project 

18  described  in  subparagraph   (A)   for  which 

19  an  authorization  of  appropriations  is — 

20  "(I)  requested  for  the  first  year; 

21  or 

22  "(11)  expected  to  be  requested  for 

23  the  vSecond  year; 
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1  *'(v)  an  ex|)Ianation  of  the  basis  for 

2  each    order    of    j)riority    specified    under 

3  clauses  (ii),  (iii),  and  (iv); 

4  "(\i)  the  estimated  annual  and  total 

5  cost  of  each  project  requested  in  the  bien- 

6  nial  plan; 

7  "(vii)   a   list  of  each   public   building 

8  planned  to  be  vacated  in  whole  or  in  part, 

9  to  be  exchanged  for  other  property,  or  to 

1 0  be  disposed  of  during  the  period  covered  by 

1 1  the  biennial  plan;  and 

12  "(viii)   requests  for  authorizations  of 

13  appropriations    necessary    to     carr}-    out 

14  projects  listed  in  the  biennial  plan  for  the 

15  first  year. 

16  "(C)  Presentation  of  information  in 

17  pIjAS. — 

18  "(i)  First  year. — In  the  ease  of  a 

1 9  project  for  which  the  Administrator  has  re- 

20  quested  an  authorization  of  appropriations 

21  for  the  first  year,  information  required  to 

22  be  included  in  the  biennial  plan  undei-  .sub- 

23  paragraph   (B)   shall  be  presented  in  the 

24  form  of  a  prospectus  that  meets  the  re- 

25  quirements  of  paragraph  (2) (C). 
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1  "(ii)  Second  year. — 

2  "(I)  Ix  GENERAL.— In  the  case 

3  of  a  project  for  which  the  Adminis- 

4  trator  expects  to  request  an  authoriza- 

5  tion  of  appropriations  for  the  second 

6  year,  information  required  to  be  in- 

7  eluded  in  the  biennial  plan  under  sub- 

8  paragraph  (B)  shall  be  presented  in 

9  the  form  of  a  project  description. 

10  "(II)  Good  faith  estimates. — 

11  "(aa)    Ix    GENERAL. — Each 

12  reference  to  cost,   price,   or  any 

13  other  dollar  amount  contained  in 

14  a  project  description  referred  to 

15  in  subclause  (I)  shall  be  consid- 

16  ered  to  be  a  good  faith  estimate 

17  by  the  Administrator. 

18  "(bb)     Effect. — ^A     good 

19  faith  estimate  referred  to  in  item 

20  (aa)  shall  not  bind  the  Adminis- 

21  trator  with  respect  to  a  request 

22  for  appropriation  of  funds  for  a 

23  fiscal   year   other   than    a   fiscal 

24  year  for  which  an  authorization 
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1  of  appropriations  for  the  project 

2  is  requested  in  the  biennial  plan. 

3  "(ec)  Explanation  of  dp> 

4  VIATION       FROM       ESTIMATE. — If 

5  the  request  for  an  authorization 

6  of    appropriations    contained    in 

7  the  prospectus  for  a  project  sub- 

8  mitted  under  paragi'aph  (2)(C)  is 

9  different  from  a  good  faith  esti- 

10  mate  for  the  project  referred  to 

11  in  item  (aa),  the  prospectus  shall 

12  include  an  explanation  of  the  dif- 

13  ference. 

14  "(D)     Reinclusion    of    projects    in 

15  Pl^NS. — If  a  project  included  in  a  biennial  plan 

16  is  not  approved  in  accordance  with  this  sub- 

17  section,  or  if  funds  are  not  made  available  to 

18  carry  out  a  project,  the  Administrator  may  in- 

19  elude  the  project  in  a  subsequent  biennial  plan 

20  submitted  under  this  subsection."; 

21  (F)    in   paragraph    (2)    (as   designated   by 

22  subparagraph  (B)) — 

23  (i)   by  inserting  after  "(2)    Pkeheq- 

24  I  isiTEs  to  obligation  of  funds. — "  the 

25  following: 
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1  "(A)   In  general. — Notwithstanding  any 

2  other  provision  of.law,  the  Administrator  may 

3  not  obligate  funds  that  are  made  available  for 

4  any    project    for    which    approval    is    required 

5  under  subparagraph  (B)  unless- — 

6  "(i)  the  project  was  included  in  the  bi- 

7  ennial  plan  for  the  fiscal  year;  and 

8  "(ii)  a  prospectus  for  the  project  was 

9  submitted  to  Congress  and  approved  in  ac- 

10  cordance  with  this  paragraph.";  and 

11  (ii)  by  adding  at  the  end  the  follow- 

12  ing: 

13  "(C)  Prospectuses. — For  the  purpose  of 

14  obtaining  approval   of  a  proposed  project  de- 

15  scribed  in  the  bieimial  plan,  the  Administrator 

16  shall  submit  to  Congress  a  prospectus  for  the 

17  project  that  includes — 

18  "(i)  a  brief  description  of  the  public 

19  building  to   be   constructed,   altered,   pur- 

20  chased,   or  acquired,   or  the   space   to   be 

21  leased,  under  this  Act; 

22  "(ii)   the  location   of  the  building  or 

23  space  to  be  leased  and  an  estimate  of  the 

24  maximum  cost,  based  on  the  predominant 

25  local  office  space  measurement  system  (as 
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1  determined  by  the  Administrator),  to  the 

2  United   States  of  the  construction,   alter- 

3  ation,  purchase,  or  acquisition  of  the  build- 

4  ing,  or  lease  of  the  space; 

5  "(iii)  in  the  ease  of  a  project  for  the 

6  construction  of  a  courthouse  or  other  pub- 

7  he    building    consisting    solely    of   general 

8  purpose  office  space,  the  cost  benchmark 

9  for    the    project    determined    under    sub- 

10  section  (d);  and 

1 1  "(iv)  in  the  case  of  a  project  relating 

12  to  a  courthouse — 

13  "(I)  as  of  the  date  of  submission 

14  of  the  prospectus,  the  number  of — 

15  "(aa)     Federal    judges    for 

16  whom  the  project  is  to  be  carried 

17  out;  and 

18  "(bb)    courtrooms    available 

19  for  the  judges; 

20  "(11)    the    projected    number    of 

21  Federal  judges  and  courtrooms  to  be 

22  accommodated  by  the  project  at  the 

23  end  of  the   10-year  period  beginning 

24  on  the  date;  and 
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"(III)  a  justification  for  the  pro- 

2  jectioii  under  subclause  (II)  (including 

3  a  specification  of  the  number  of  au- 

4  thorized  positions,  and  the  number  of 

5  judges  in  senior  status,  to  be  accom- 

6  modated).";  and 

7  (G)  by  adding-  at  the  end  the  following: 

8  "(3)  Emerge\c\'  authority. — 

9  "(A)    0VT5RRIDIXG   INTEREST.— If  the  Ad- 

10  ministrator,  in  consultation  with  the  Commis- 

11  sioner  of  the  Public  Buildings  Service,  deter- 

12  mines  that  an  overriding  interest  requires  emer- 

13  gency  authority  to  construct,  alter,  purchase,  or 

14  acquire  a  public  building,  or  lease  office  or  stor- 

15  age  space,  and  that  the  authority  cannot  be  ob- 

16  tained  in  a  timely  manner  through  the  biennial 

17  planning  process  required  under  paragraph  (1), 

18  the  Administrator  may  submit  a  written  request 

19  for  the  authority  to  the  Committee  on  Environ- 

20  ment  and  Public  Works  of  the  Senate  and  the 

21  Committee  on   Transportation  and  Infrastruc- 

22  ture  of  the  House  of  Representatives.  The  Ad- 

23  ministrator  may  carry  out  the  project  for  which 

24  authority   was   requested   under   the   preceding 
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1  sentence  if  the  project  is  approved  in  the  man- 

2  ner  described  in  paragraph  (2)(B). 

3  .  "(B)  Dec'I^ked  emkh(;e\('IEs. — 

4  "(i)     Lease     ai'thokity. — Notwith- 

5  standing  any  other  provision  of  this  sec- 

6  tion,  the  Administrator  may  enter  into  an 

7  emergfency    lease    during    any    period    of 

8  emergency  declared  by  the  President  pur- 

9  suant  to  the  Robert  T.  Stafford  Disaster 

10  Relief  and  Emergency  Assistance  Act  (42 

11  U.S.C.  5121  et  seq.)  or  any  other  law,  or 

12  declared  by  any  Federal  agency  pursuant 

13  to  any  applicable  law,  except  that  no  such 

14  emergency  lease  shall  be  for  a  period  of 

15  more  than  5  years. 

16  "(ii)  RepoktixCt. — ^As  part  of  each  bi- 

17  ennial    plan,    the   Administrator   shall   de- 

18  scribe  any  emergency  lease  entered  into  by 

19  the  Administrator  under  clause  (i)  during 

20  the  preceding  fiscal  year."; 

21  (2)  in  subsection  (b) — 

22  (A)   by  .striking  "(b)   The"   and   inserting 

23  the  following: 

24  "(b)  Increases  in  Costs  of  Projects. — 
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"(1)  Increase  of  lo  percent  or  less. — 
The";  and 

(B)  by  adding  at  the  end  the  following: 
"(2)   Greater   increases. — If  the  Adminis- 
trator increases  the  estimated  maximum  cost  of  a 
project  in  an  amount  greater  than  the  increase  au- 
thorized by  paragraph  (1),  the  Administrator  shall, 
i  not  later  than  30  days  after  the  date  of  the  increase, 

9  notify  the  Committee  on  Environment  and   Public 

10  Works  of  the  Senate  and  the  Committee  on  Trans- 

11  portation  and  Infrastructure  of  the  House  of  Rep- 

12  resentatives  of  the  amount  of,  and  reasons  for,  the 

13  increase."; 

14  (3)   in  subsection  (c),  by  striking  "(c)  In  the 

15  case"  and  inserting  the  following: 

16  "(c)  Rescission  of  Approval. — In  the  case";  and 

17  (4)  by  striking  subsection  (d)  and  inserting  the 

1 8  following: 

19  "(d)  Development  of  Cost  Benchmarks. — 

20  "(1)    In    general. — The   Administrator   shall 

21  develop  standard  cost  benchmarks  for  projects  for 

22  the  construction   of  courthouses,   and   other   public 

23  building's  consisting  solely  of  general  puipose  office 

24  space,  for  which  a  prospectus  is  required  under  sub- 

25  section  (a)(2).  The  benchmarks  shall  consist  of  the 
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1  appropiiate  cost  per  square  foot  for  low-rise,  mid- 

2  rise,   and  high-rise  projects  subject  to  the  various 

3  factors  determined  under  paragraph  (2). 

4  "(2)  Factors. — In  developing  the  benchmarks, 

5  the  Administrator  shall  consider  such  factors  as  geo- 

6  graphic  location  (including  the  necessary  extent  of 

7  seismic  structural  supports),  the  tenant  agency,  and 

8  necessary  parking  facilities.". 

9  (b)  Inclusion  of  Requested  Building  Projects 

10  IN  Biennial  Plan.— Section  11  of  the  Act  (40  U.S.C. 

11  610)  is  amended — 

12  (1)  by  striking  "Sec.  11.  (a)  Upon"  and  insert- 

13  ing  the  following: 

14  *«£€.  11.  REPORTS  TO  CONGRESS. 

15  "(a)    Reports    on    Uncompleted    Projects. — 

16  Upon";  and 

17  (2)  in  subsection  (b) — 

18  (A)  by  striking  "(b)   The  Administrator" 

19  and  inserting  the  following: 

20  "(b)  Building  Project  Sur\^ys  and  Reports. — 

21  "(1)  In  general. — The  Administrator"; 

22  (B)  in  the  second  sentence  of  paragraph 

23  (1)  (as  so  designated),  by  inserting  before  the 

24  period  at  the  end  the  following:   ",  and  shall 

25  specify  whether  the  project  is  included  in  a  5- 
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1  year  strategic  capital  asset  management  plan 

2  ■  required    under     section     7(a)(l)(B)(i)     or     a 

3  prioritized       list       required       under       section 

4  7(a)(1)(B)";  and 

5  (C)  by  adding  at  the  end  the  following: 

6  "(2)    Inclusion    of    requested    building 

7  PROJECTS  IN  BIENNIAL  PLAN. — The  Administrator 

8  may  include  a  prospectus  for  the  funding  of  a  public 

9  building  project   for  which    a   report   is   submitted 

10  under  paragraph  (1)  in  a  biennial  pubhc  buildings 

11  plan  required  under  section  7(a)(1).". 

12  (c)  Technical  and  Conforming  Amendments. — 

13  (1)   Section  7  of  the  Act  (40  U.S.C.   606)  is 

14  amended  by  striking  "Committee  on  Public  Works 

15  and  Transportation"  each  place  it  appears  and  in- 

16  serting  "Committee   on   Transportation   and  Infra- 

17  structure". 

18  (2)  Section  11(b)(1)  of  the  Act  (as  amended  by 

19  subsection   (b)(2))   is   further  amended  by  striking 

20  "Committee  on  Public  Works  and  Transportation" 

21  and  inserting  "Committee  on  Transportation  and  In- 

22  frastructure". 

23  SEC.  4.  FEDERAL  GOVERNMENT  ASSET  MANAGEMENT. 

24  Section  12  of  the  Public  Buildings  Act  of  1959  (40 

25  U.S.C.  611)  is  amended— 
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1  (1)   by  striking  "Sec.    12.    (a)   The  Admiiiis- 

2  trator"  and  inserting  tlie  following: 

3  "SEC.  12.  FEDERAL  GOVERNMENT  ASSET  MANAGEMENT. 

4  "(a)  Duties  op^  Ad.ministimtok. — 

5  "(1)  In  general. — The  Administrator"; 

6  (2)  in  subsection  (a),  by  adding  at  the  end  the 

7  following: 

8  "(2)  Repository  f^or  asset  management  in- 

9  formation. — The  Administrator  shall  use  the  re- 

10  suits  of  the  continuing  investigation  and  sun^ey  re- 

1 1  quired  under  paragraph  ( 1 )  to  establish  a  central  re- 

12  positor\'  for  the  asset  management  information  of 

13  the  Federal  Government."; 

14  (3)  in  subsection  (b) — 

15  (A)  by  striking  "(b)  In  carrying"  and  in- 

16  serting  the  following: 

17  "(b)  Cooperation  Among  Federal  Agencies. — 

18  "(1)  By  the  iVDMlNlSTRATOR. — In  carrying"; 

19  (B)  by  striking  "Each  Federal"  and  insert- 

20  ing  the  following: 

21  "(2)  By  the  agencies. — Each  Federal";  and 

22  (C)  by  adding  at  the  end  the  following: 

23  "(3)    Identification    and    disposition    of 

24  inneedhd  iuildin(;s. — 
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1  "(A)      Idextificatiox. — Each      Federal 

2  agency  shall — 

3  "(i)  identify  public  buildings  that  are 

4  or    uill    become    unneeded,    obsolete,    or 

5  undenitilized  during  the  5 -year  period  be- 

6  ginning  on  the  date  of  the  identification; 

7  and 

8  "(ii)  annually  report  the  information 

9  on  the  building's  described  in  clause  (i)  to 

10  the  Administrator. 

11  "(B)     DiSPOSlTlOX. — The     Administrator 

12  shall  find  more  cost-effective  uses  for,  or  sell, 

13  the  public  building-s  identified  under  subpara- 

14  gi-aph  (A)."; 

15  (4)   in  subsection   (c),  by  striking  "(c)  WHien- 

16  ever"  and  inserting  the  following: 

17  "(c)  Idextificatiox  of  Buildixcjs  of  Historic, 

18  Al^CIIITEC^TUIliU^,       AXD       Cl'LTUKAL       SKJXIFICAXCE. — 

19  Wlienever";  and 

20  (5)  in  subsection  (d),  by  striking  "(d)  The  Ad- 

21  ministrator"  and  inserting  the  following: 

22  "(d)    Regard    to    Compahative    Urgexcy    of 

23  Need.— The  Administrator". 
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1  SEC.  5.  ADDRESSING  LONG-TERM  GOVERNMENT  HOUSING 

2  NEEDS. 

3  (a)  Rek)kt  ox  L().\(;-Term  Housing  Needs. — 

4  (1)  Ix  GEXEIUL. — Not  later  than  1  year  after 

5  the  date  of  enactment  of  this  Act,  the  head  of  each 

6  Federal  agency  (as  defined  in  section  13(3)  of  the 

7  Public  Building-s  Act  of  1959   (40  U.S.C.   612(3)) 

8  shall  review  and  report  to  the  Administrator  on  the 

9  long-term  housing  needs  of  the  agency.  The  Admin- 

10  istrator  shall  consolidate  the  agency  reports  and  sub- 

1 1  mit  a  consolidated  report  to  Congress. 

12  (2)  A>SSISTAXrE    FHO.M   ACCOIXT   .MA.XACiEKS. — 

13  The  Administrator  of  General   Services   shall   des- 

14  igiiate  an  account  manager  for  each  agency  to  as- 

15  .sist— 

16  (A)  the  agency  in  carrying  out  the  review 

17  required  under  paragTaph  (1);  and 

18  (B)   the  Administrator   in   preparing  uni- 

19  form  standards  for  housing  needs  for — 

20  (i)   executive  agencies   (as  defined  in 

21  section     13(4)    of    the    Act    (40    U.S.C. 

22  612(4));  and 

23  (ii)     establishments     in     the    judicial 

24  branch  of  the  Federal  Government. 

25  (b)  Redictiox  ix  Agcjkegate  Office  axd  Stok- 

26  ,u;e  Space. — By  the  end  of^lji'  tlm^  fiscal  yeiiiithat  be- 
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1  gins  after  the  date  of  enactment  of  this  Act,  the  Federal 

2  agencies  referred  to  in  subsection  (a)(1)  shall,  to  the  maxi- 

3  mum  extent  practicable,  collectively  reduce  by  no  less  than 

4  10  percent  the  aggregate  office  and  storage  space  held  by 

5  the  agencies  on  the  date  of  enactment  of  this  Act. 

6  SEC.    6.    MORATORIUM    ON    CONSTRUCTION    OF    PUBLIC 

7  BUILDINGS. 

8  (a)  Ix  General. — Notwithstanding  any  other  law, 

9  during  the  period  beginning  on  the  date  of  enactment  of 

10  this  Act  and  ending  on  the  date  that  is  270  days  after 

1 1  the  date  of  enactment,  the  Administrator  of  General  Serv- 

12  ices  may  not  expend  funds  on  any  project  relating  to  the 

13  construction,  purchase,  or  acquisition  of  a  public  building 

14  with  respect  to  which  no  funds  (including  no  fluids  for 

15  site   selection,   design,   or  construction)    have   pre\iously 

16  been  expended. 

17  (b)  Defixitioxs. — In  this  section,  the  tei-nis  "con- 

18  stmct"  and  "public  building"  have  the  meanings  ijro\-ided 

19  in  section   13  of  the  Public  Buildings  Act  of  1959   (40 

20  U.S.C.  612). 

21  SEC.  7.  DESIGN  GUIDES  AND  STANDARDS  FOR  COURT  AC- 

22  COMMODATIONS. 

23  (a)  Report. — Not  later  than  60  days  after  the  date 

24  of  enactment  of  this  Act,  the  Administiator  of  General 

25  Ser\ices,  in  consultation  with  the  Directoi-  of  the  Adininis- 
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1  trative  Office  of  the  United  States  Courts,  shall  submit 

2  a  report  to  the  Committee  on  Environment  and  Public 

3  Works  of  the  Senate  and  the  Committee  on  Transpor- 

4  tation  and  Infrastructure  of  the  House  of  Representatives 

5  that  specifies  the  characteristics  of  court  accommodations 

6  that  are  essential  to  the  pro\isioii  of  due  process  of  law 

7  and  the  safe,  fair,  and  efficient  administration  of  justice 

8  by  the  Federal  court  system. 

9  (b)  Dp:sigx  Guides  and  Staxdakds. — 

10  (1)  Development.— Not  later  than  180  days 

1 1  after  the  date  of  enactment  of  this  Act,  the  Adminis- 

12  trator,  in  consultation  with  the  Director  of  the  Ad- 

13  ministrative  Office  of  the  United  States  Courts  and 

14  after  notice  and  opportunity  for  comment,  shall  de- 

15  velop  desigii  guides  and  standards  for  Federal  court 

16  acconnnodations    based    on    the    report    submitted 

17  under    subsection    (a).    In    developing    the    design 

18  guides  and  standards,  the  Administrator  shall  con- 

19  sider  space  efficiency  and  the  appropriate  standards 

20  for  ftu-nishings. 

21  (2)  Use. — Notwith.standing-  section  462  of  title 

22  28,    United    States    Code,    the    design    guides    and 

23  standards  developed   undei-  paragraph   (1)   shall  be 

24  u.sed  in  the  design  of  court  acconnnodations. 

O 
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Statement  of  Hon.  Roger  W.  Johnson,  General  Services  Administrator 

OPENING 

Good  morning,  Mr.  Chairman,  and  members  of  the  subcommittee.  Thank  you  for 
the  opportunity  to  appear  before  you  today  to  discuss  the  General  Services  Adminis- 
tration's Capital  Improvement  prospectus  program  and  cost  savings  initiatives. 

Over  the  past  2  years,  we  at  GSA  have  been  successful  in  changing  our  focus  and 
objectives  by  targeting  the  over  $64  billion  of  annual  spending  tnat  we  control  di- 
rectly or  influence  significantly.  To  date  we  have  saved,  avoided  or  deferred  over  $1 
1  billion  in  Federal  expenses.  This  has  been  accomplished  by  using  a  Time  Out  and 
Review  of  building  construction  and  information  technology  acquisitions,  and  cost 
competitions  for  FTS2000  contracts.  At  the  same  time,  our  own  workforce  has  been 
reduced  by  4,000 — from  approximately  20,600  to  16,600  workers  with  no  reductions 
in  force — and  the  GSA  budget  has  been  reduced  substantially.  These  are  among  the 
best,  if  not  the  best,  results  in  the  entire  Federal  Government. 

GSA'S  public  buildings  SERVICES  RESPONSIBILITIES 

GSA's  Public  Buildings  Service  (PBS)  is  responsible  for  providing  the  workspace 
for  Federal  departments,  courts  and  agencies  to  carry  out  tneir  missions.  This  work 
is  of  vital  importance  to  the  Government's  operations,  and  we  take  this  responsibil- 
ity very  seriously.  We  are  committed  to  providing  quality  services  and  the  best  value 
to  our  client  agencies. 

Over  one  million  Federal  employees  from  all  three  branches  work  in  our  facilities. 
We  provide  them  quality  facilities  that  are  comparable  to  the  private  sector;  safe, 
healthful  work  environments  and  sound  management  of  the  Federal  Government's 
real  property  assets. 

TIME  OUT  AND  REVIEW 

In  September  1993,  GSA  began  the  review  of  new  construction,  modernization  and 
lease  projects  not  yet  awarded  for  construction  or  lease.  Our  goals  were  to  confirm 
that  tnose  projects  were  still  needed — in  the  light  of  changing  client  agency  require- 
ments— to  explore  new  alternatives  for  meeting  those  needs,  and  to  provide  the  most 
cost  effective  implementation  possible  for  projects  approved  to  proceed.  Through  in- 
tensive analysis,  utilizing  such  tools  as  value  engineering  and  benchmarking,  a  total 
of  $1.36  billion  in  projected  savings  was  identified,  and  yielded  a  reduction  of  nearly 
one  million  square  feet  of  expansion  space.  This  process  has  permitted  the  rescission 
of  $84.1  million  of  already  appropriated  funds.  GSA  has  continued  to  review  its 
value  engineering  and  benchmarking  processes  to  ensure  that  the  greatest  value  is 
received  for  the  taxpayer's  dollar. 

Earlier  this  year,  we  began  a  Time  Out  and  Review  of  all  leasing  actions  over 
10,000  square  feet  that  had  not  yet  been  awarded.  We  considered  the  downsizing 
Government  agencies  are  presently  undergoing,  and  determined  it  prudent  to  place 
these  actions  on  hold  until  our  client  agencies'  space  requirements  could  be 
revalidated. 

NO  NET  NEW 

We  have  also  instituted  a  policy  of  no  net  new  office  space.  That  is,  we  will  not 
add  to  our  office  space  inventory  over  the  coming  years.  We  have  requested  our  cli- 
ent agencies  to  review  their  current  and  future  space  requirements  in  the  light  of 
the  continuing  importance  of  downsizing. 

REORGANIZATION 

As  we  place  greater  focus  on  our  policy  and  oversight  responsibilities,  GSA's  mis- 
sion is  always  in  mind — to  improve  the  effectiveness  of  the  Federal  Government  by 
ensuring  quality  work  environments  for  its  employees. 

To  strengthen  our  effectiveness,  on  January  9,  1995,  the  Public  Buildings  Service 
began  implementation  of  a  dramatically  changed  business  structure.  We  reinvented 
PBS  to  look  more  like  our  private  industry  counterparts.  This  makes  it  easier  for 
us  to  compare  the  quality  of  our  products  and  services  as  well  as  the  effectiveness 
of  our  procedures  with  those  of  the  private  sector.  In  an  environment  that  empha- 
sizes a  smaller,  more  efficient  Grovernment,  our  new  focus  positions  GSA  to  manage 
the  multitude  of  space  needs  changes  facing  our  clients  in  an  innovative  and  cost 
effective  manner. 

With  the  further  impetus  of  Reinventing  Government  II  (REGO  II),  we  are  taking 
additional  steps.  Working  with  nationally  recognized  consultants  Arthur  Andersen 
&  Co.,  we  are  undertaking  a  comprehensive  review  that  asks  if  a  service  or  activity 
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could  be  done  more  cost  effectively  by  the  private  sector,  by  a  central  management 
agency,  or  dispersed  or  delegated  to  other  government  agencies.  As  part  of  this  re- 
view, benchmarks  have  been  developed  for  each  business  line.  Our  operations  re- 
view group,  composed  of  representatives  from  each  of  our  services,  staff  offices  and 
regions,  and  in  partnership  with  our  unions,  has  been  set  up  to  work  with  our  con- 
sultants and  coordinate  the  review. 

This  review  group,  and  the  business  line  teams  set  up  for  each  separate  review, 
will  not  decide  what  should  be  retained  and  what  should  be  delegated  or  privatized. 
Those  final  decisions  will  be  based  on  the  results  of  the  analysis  and  in  consultation 
with  the  administration  and  Congress. 

THE  COURTS 

In  proposing  to  meet  the  requirements  of  the  Federal  courts,  we  convened  an 
indepencfent  courts  building  program  panel  to  assist  us  in  creating  a  broad  perspec- 
tive for  evaluation  of  the  ongoing  courts  construction  program.  The  panel  identified 
opportunities  for  immediate  improvement,  as  well  as  long  range  program  adjust- 
ments. As  a  result,  we  have  established  an  evolving  project  planning,  review  and 
approval  process.  It  recognizes  urgent  needs  and  improves  management  of  the 
courts  program  by  utilizing  techniques  such  as  construction  cost  "benchmarks,"  a 
focus  on  building  efficiency  and,  in  conjunction  with  the  Administrative  Office  of  the 
Courts,  better  long  range  planning  and  project  prioritization. 

The  benchmarking  analyses  utilize  industry-based  construction  cost  indices  and 
GSA's  historical  cost  data  to  set  parameters  for  project  budgets  based  on  location, 
site  constraints  and  unique  facility  requirements.  We  use  benchmarks  to  ensure  de- 
sign efficiency  and  the  appropriateness  of  project  budget  estimates. 

We  have  established  within  GSA  a  Courthouse  Management  Group  which  is  re- 
sponsible for  planning  and  management  of  the  courts'  projects  and  their  special  re- 
quirements. With  the  Administrative  Office  of  the  U.S.  Courts,  this  group  is  devel- 
oping a  rolling,  5-year  plan  of  court  projects.  The  program  we  have  developed  is  one 
you  can  have  confidence  in,  one  that  is  founded  on  and  capable  of  cost-effective  per- 
formance. 

GSA's  CAPITAL  REQUEST 

GSA's  capital  request  reflects  the  ranking  of  our  projects.  Our  top  priority  is,  and 
must  continue  to  he,  the  repair  and  alteration  of  existing  owned  assets.  These 
projects  are  reinvestments  to  renew  and  replace  buildings'  infrastructures  and  ex- 
tend their  useful  life.  This  is  particularly  important  since  82  percent  of  the  PBS  in- 
ventory of  167  million  gross  square  of  federally  owned  space  is  in  facilities  over  20 
years  old.  Beginning  in  FY1995,  we  established  a  goal  of  modernizing  5  percent  of 
our  inventory  per  year;  this  program  level  should  be  adequate  to  bring  the  Govern- 
ment's portfolio  of  Federal  buildings  to  an  acceptable  level  of  maintenance. 

Modernization  projects  require  appropriation  of  funds.  There  are  16  alterations 

Srospectuses  in  our  FY96  program  (including  the  prospectuses  for  chloro- 
uorocarbon  replacement,  energy  retrofits  and  nationwide  elevator  program),  rep- 
resenting $888.1  million  in  funding.  There  are  16  prospectuses  requesting  funds  in 
the  amount  of  $22.8  million  for  the  advance  design  program. 

New  construction  projects  are  our  next  priority,  and  require  the  appropriation  of 
funds.  This  Fiscal  Year's  program  provides  for  courthouses,  border  stations  and  spe- 
cial use  facilities.  GSA  is  committed  to  meeting  the  needs  of  our  client  agencies,  in- 
cluding the  U.S.  Courts,  based  on  a  realistic  assessment  of  project  scope  and  costs. 
Each  project  has  been  carefully  analyzed  for  projected  agency  basic  space  needs,  and 
examined  in  the  context  of  our  new  benchmark  approach  to  project  costs. 

A  thorough  economic  analysis  has  been  performed,  and  the  most  cost-effective 
housing  solution  has  been  developed  for  each  proiect.  These  projects  are  listed  in 
ranking  as  presented  in  the  President's  budget  submission.  The  proposed  new  con- 
struction program  for  FY96  includes  31  prospectus  level  projects,  18  involving  court- 
houses or  Federal  building  courthouses,  6  border  stations,  5  special  purpose  facili- 
ties and  2  for  facilities  at  tne  Southeast  Federal  Center. 

The  $1,022,213,000  cost  associated  with  the  program  is  requested  in  the  Fiscal 
Year  1996  budget.  For  the  FY95  capital  improvement  program,  there  are  six  con- 
struction prospectuses  for  which  appropriations  were  made,  pending  Senate  ap- 
proval. Also,  there  are  13  lease  prospectuses  in  the  FY96  program,  and  6  FY95  lease 
prospectuses  pending  Senate  approval. 

CURRENT  BUDGET  CONSTRAINTS  AND  COST  SAVINGS 

We  have  worked  hard  to  function  within  the  current  constrained  budget  climate, 
and  have  prepared  a  program  that  represents  our  most  urgent  needs.  If  the  dollar 
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budget  target  is  further  reduced  for  FY96  and  future  years,  Congress  is  faced  with 
difficult  choices.  In  general,  GSA  recommends  that  Congress  choose  to  proceed  with 
repair  and  alterations  projects  over  new  construction  projects.  If  we  do  not  continue 
to  invest  in  our  owned  inventory,  we  will  not  be  responsible  stewards  of  valuable 
Federal  assets. 

GSA  also  recommends  that  Congress  choose  to  proceed  with  continued  projects, 
those  that  are  already  under  design  or  construction,  over  new  starts.  To  eliminate 
or  defer  ongoing  projects  will  result  in  substantial  costs  to  the  Government  due  to 
delay.  Finally,  we  recommend  that  projects  with  no  other  viable  alternatives  be  al- 
lowed to  proceed. 

THE  EFFECT  OF  THE  PROPOSED  RESCISSION  BILL 

Regarding  the  impact  of  the  proposed  rescission  bill  on  GSA  and  GSA's  capital 
improvement  program,  it  appears  some  proiects  will  be  curtailed  and  others  delayed 
as  a  result  of  proposed  action.  However,  the  criteria  used  to  formulate  the  rescis- 
sions appear  to  have  been  applied  by  the  Congress  in  a  reasonable  manner.  Also, 
a  significant  portion  of  the  rescission  amount  is  taken  from  Time  Out  and  Review 
savings  originally  identified  through  GSA's  time  out  and  review  process. 

FURTHER  COST  SAVINGS  SUGGESTIONS 

I  would  like  to  suggest  briefly  some  further  cost  savings  alternatives  for  the  sub- 
committee's consideration.  There  are  additional  tools  that  would  be  helpful  for  the 
Congress  to  provide  us  in  our  efforts  to  be  more  cost-effective.  First  of  all,  as  agen- 
cies relinquish  space  no  longer  needed  due  to  downsizing,  GSA  will  require  assist- 
ance in  its  efforts  to  reduce  the  space  inventory  quickly.  The  costs  associated  with 
this  initiative  may  require  additional  appropriations  for  agency  relocations  to  va- 
cated space,  in  addition  to  the  initial  space  alterations  associated  with  these  moves. 
But  considering  overall  current  downsizing,  we  anticipate  that  the  move  of  agencies 
from  leased  space  to  federally  owned  assets  will  provide  the  taxpayer  with  sizable 
cost  savings.  Second,  GSA  would  be  assisted  greatly  by  Congress  providing  procure- 
ment and  contracting  reform  that  gives  us  greater  flexibility  to  meet  our  needs 
while  holding  down  costs. 

SENATE  BILL  1005 

Before  closing,  allow  me  to  comment  briefly  on  Senate  Bill  1005,  a  bill  to  amend 
the  Public  buildings  Act  of  1959  to  improve  the  process  of  constructing,  altering, 
purchasing,  and  acquiring  public  buildings,  and  for  other  purposes.  The  GSA  be- 
lieves that  most  of  the  broad  principles  in  the  bill  represent  sound  planning,  for  ex- 
ample, the  suggestions  on  long  range  planning,  the  Federal  governmentwide  per- 
spective on  asset  management  and  downsizing.  We  are  pleased  to  have  this  level 
of  interest  from  the  congress.  We  would  welcome  an  opportunitv  to  work  with  con- 
gressional staff  on  this  legislation,  to  assist  in  its  further  development  and  refine- 
ment. 

CLOSING 

We  appreciate  the  subcommittee's  interest  in  our  public  buildings  program,  Mr. 
Chairman,  and  look  forward  to  working  with  the  Congress  as  it  considers  the  issues 
that  are  critical  to  GSA's  goal  of  providing  quality,  cost-effective  housing  solutions 
for  its  client  agencies.  Again,  thank  you  for  inviting  me  to  appear  before  the  sub- 
committee today.  I  will  be  happy  to  answer  any  questions  you  may  have. 
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General  Services  Administration 

PUBLIC  BUILDINGS  SERVICE 

CONSTRUCTION  AND  ACQUISITION 


EXPLANATION  OF  ESTIMATES 
Construction  and  Acauuition 


BACKGROUND 

Since  its  inception  in  fiscal  year  1972,  the 
Federal  Buildings  Fund  (FBF)  has 
accomplished  many  of  the  goals  that  were 
originally  envisioned  for  it.  However,  the 
FBF  has  not  been  able  to  generate  su£5cient 
funds  to  provide  for  the  construction  and/or 
acquisition  of  new  facilities  commensurate 
with  the  demand  for  new  space  from  its 
client  agencies 

At  the  time  the  FBF  was  created,  growth  in 
the  size  of  the  Federal  govenunent  was 
modest,  and  it  was  expected  that  Rent 
income  would  be  sufBcient  to  cover 
operating  costs,  a  reasonable  level  of 
ongoing  repairs  and  alterations,  and  still 
provide  a  small  amount  each  year  towards 
new  construction.  Three  things  occurred 
that  changed  this  perspective.  Since  1974, 
limitations,  or  "caps",  have  been  placed  on 
the  amount  GSA  can  charge  its  tenants  in 
Rent.  This  has  reduced  the  total  revenues 
available  to  the  FBF.  Second,  growth  in  the 
size  of  the  Federal  government  increased 
dramatically.  Since  available  funding  for 
new  construction  was  limited,  most  of  the 
growth  was  accommodated  in  leased  space, 
which  provides  little  or  no  net  revenue  to 
the  FBF. 

In  1978,  60  percent  of  the  GSA  controlled 
inventory  was  govemmem-owned    At  the  end 


of  fiscal  year  1993  only  53  percent  of  the 
inventory  was  goverrmient-owned    Focusing 
on  office  space,  out  of  a  total  of  26  6  million 
occupiable  square  feet  of  space  added  to  the 
inventory  during  this  period,  8  0  million  was 
govemmeirt-owned  and  18.6  million  was 
leased.  By  better  than  a  2  to  1  margin,  office 
space  needs  during  the  period  were 
accommodated  through  leasing. 

Finally,  the  unanticipated  need  to  address 
health  and  safety  issues  such  as  asbestos  and 
polychlorinated  byphenals  (PCB)  in  existing 
Federal  Buildings  increased  the  amount  of 
fimds  directed  to  repairs  and  alterations. 


NEW  DIRECTION 

GSA  is  seddng  a  direct  appropriation  for  the 
construction  and/or  acquisition  of  multi-tenant 
special  purpose  space  and  court  &cilities 
These  requirements  can  only  be  met  through 
construction  because  properties  are  not  readily 
available  in  the  existing  market  to  meet  the 
specifications.  GSA  anticipates  that  in  future 
fiscal  years,  agencies  may  present  and  request 
ftinding  for  their  own  single  tenant  special 
purpose  space  requirements   GSA  will  strive 
to  become  the  "provider  of  choice"  for  the  real 
property  needs  of  these  clients. 


FUNDING  REQUESTS 

Funding  of  SI  022  billion  is  requested  for  fiscal 
year  1996.  $467  miUion  of  this  total  will  be  a 
direct  appropriation,  the  balance  of  SSS5 
million  will  be  transferred  from  the  unobligated 
balances  of  the  FBF. 
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General  Services  Administration 

PUBLIC  BUILDINGS  SERVICE 

CONSTRUCTION  AND  ACQUISITION 


New  Construction 

The  new  construction  program  primarily 
provides  for  special  purpose  space  (such  as 
border  stations)  and  courts  space.  GSA  has 
reduced  the  cost  of  this  budget  by  $73.8 
million  through  savings  obtained  by  Time  Out 
and  Review.  Also,  benchmark  cost  standards 
for  courts  and  other  construction  cost 
standards  were  developed  and  used  to  ensure 
that  budget  estimates  reflect  reasonable  costs 
per  square  foot 

Funding  of  $581  million  was  provided  in  prior 
years  for  these  projects.  Additional  fimding  in 
the  amount  of  $747  million  will  be  requested 
in  future  years  for  the  completion  of  those  new 
construction  projects  for  which  fiill  project 
fimding  is  not  being  requested  in  fiscal  year 
1996. 

Options  to  Purchase  Sites  Program 

Fimding  of  $S  million  is  requested  so  that  GSA 
has  the  ability  to  acquire  options  on  fiiture 
sites  for  the  construction  of  new  facilities. 

The  enhanced  prospectus  development  study 
(EPDS),  which  outlines  the  scope  and 
estimiated  costs  of  a  project,  is  somewhat 
dependent  upon  the  site  selected.  However,  if 
the  site  is  purchased  prior  to  completion  of  the 
EPDS,  and  the  EPDS  indicates  that  the  site  is 
not  optimal  for  that  project,  GSA  has  2 
alternatives  -  to  proceed  with  the  project  on  a 
less-than-optimal  site,  or  to  purchase  an 
alternate  site. 


BUDGET  SUMMARY  INFORMATION 

The  following  exhibits  provide  information 
regarding  the  overall  aspects  of  the 
Construction  and  Acquisition  program: 

Exhibit  25  -  Summary  of  FY  1996  Program 

Exhibit  26  -  Project  Descriptions 

Exhibit  27  -  Appropriation  Language  and 
Explanation  of  Changes 

Exhibit  28  -  Performance  and  Workload 
Measures 

Exhibit  29  -  Obligations  by  Object  Class. 


To  remedy  this  situation,  GSA  proposes  to 
acquire  options  on  one  or  more  potential  sites 
at  the  initiation  of  the  EPDS,  and  conclude  the 
purchase  of  the  best  site  at  a  later  date. 
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General  Services  Administration 

PUBLIC  BUILDINGS  SERVICE 

FEDERAL  BUILDINGS  FUND 


EXPLANATION  OF  ESTIMATES 
Repairs  and  Alterations 


The  fiscal  year  1996  request  for  the  Repairs 
and  Alterations  (R&A)  activity  proposes  a 
flinding  level  of  $9 1 1  million  for  the  design 
and/or  construction  of  phased  projects  and 
non-line  item  work  required  to  maintain  the 
existing  inventory 

The  funding  level  identified  provides  S327 
million  for  the  basic  program,  which  is  the 
source  of  fionds  to  ensure  operational 
continuity  and  meet  tenants'  needs  in  the  more 
tnan  1,600  buildings  owned  by  the  GSA 
Funding  for  this  program  is  essential  to  the 
preservation  of  capital  assets  during  the  period 
between  major  reinvestments    The  American 
Public  Works  Association  (APWA)  and  the 
National  Research  Council  (NRC)  have 
determined  that  budgeting  2  percent  of  the 
replacement  value  of  capital  assets  is  necessary 
to  avoid  accelerated  deterioration  and  loss  of 
value  along  with  increased  operating  and 
future  costs    Quality  space  and  services  are 
key  elements  in  achieving  high  levels  of 
customer  satisfaction    Of  serious  concern  is 
that  interior  finishes  (paint,  carpet,  wall  and 
window  covering)  have  not  been  maintained 
upgraded  on  a  scheduled  cycle    If  we  are  to  be 
customer  focused  and  meet  the  2  percent 
recommended  replacement  value  of  capital 
assets,  additional  resources  must  be  devoted  tc 
renewal  of  interior  finishes 

In  addition,  the  amount  provided  for  the 
basic  program  may  be  used  to  pay  claims 


associated  with  the  basic  program  or  line 
item  projects. 

0  The  fiscal  year  1996  request  includes  S13  1 
million  to  provide  for  the  elevator  program 
The  elevator  program,  which  includes  3 
locations,  is  essentia]  in  order  to  provide  safe, 
basic  transportation  in  all  buildings  and 
provides  continued  handicapped  accessibility  in 
compliance  with  the  Americans  with 
Disabilities  Aa. 

o  Funding  of  S58  2  milhon  is  requested  for  the 
energy  program  in  order  for  GSA  to  meet  the 
future  goals  established  by  the  National  Energy 
Act  and  executive  orders    This  program  is 
essential  to  achieving  the  30  percent  energy 
consumption  reduction  goal  required  by  the 
year  2005  fi-om  the  1985  level. 

o  The  chlorofluorocaibon  (CFC)  program 
level  of  SI  17  2  million  is  necessary  to  meet  the 
goals  established  by  the  Clean  Air  Act 
Amendments  of  1 990  which  requires  the 
phasing  out  of  ozone-depleting  substances 
The  funding  will  allow  the  accomplishment  of 
the  next  phase  of  OS  A's  chiller  retrofit/ 
replacement  program 

o  The  modernization  program  level  of  S3  72  9 
milhon,  which  includes  1 6  line  item  projects,  is 
a  reinvestment  in  GSA's  building  inventory  to 
extend  the  useful  life  of  buildings 

Long  term  ownership  requires  that  those 
facilities  planned  for  retention  be  modernized 
through  a  planned  program  on  a  20-year  cycle 
or  approximately  5  percent  of  the  owned  space 
per  year 

0  Funding  in  the  amount  of  $22.9  million  is 
requested  for  design  where  the  proposed 
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construction  phase  of  16  line  item  projects  will 
be  required  in  a  fliture  fiscal  year 

GSA  will  continue  to  focus  on  and  emphasize 
building  repairs  and  modernizations  to  ensure 
continued  efficient  operations  and  to  reinvest 
for  long-term  retention;  to  improve  health  and 
safety  aspects  of  the  building  inventory  b\' 
installing  firesafety  systems  and  carrying  out 
asbestos  abatement,  to  recapture  vacant  and 
underaUlized  space  for  cost-effective  client 
agency  housing;  to  alter  space  for  additional 
courts'  requirements,  and  to  meet  special 
program  requirements  for  energy  conser\'ation. 
environmental  protection,  handicapped 
accessibility  and  seismic  resistance 
improvement 

Exhibit  7  is  a  listing  of  the  fiscal  year  1996 
R&A  projects  by  category  of  work.  Exhibit  S 
provides  the  total  cost,  by  design  and 
construction,  for  each  of  the  projects 
Exhibit  9  is  a  description  of  the  R&A  projects 
Exhibit  lu  compares  the  R&A  basic  and  line 
item  obligational  levels  from  fiscal  year  1994- 
1996.  Exhibit  1 1  compares  the  new 
obligational  authority  for  the  line  item  program 
by  program  category  from  fiscal  year  1994- 
1996. 
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Statement  of  Hon.  Robert  C.  Broomfield,  Federal  Judge  and  Chairman,  U.S.  ' 
Judicial  Conference  Committee  on  Security,  Space  and  Facilities 

Mr.  Chairman  and  Members  of  the  Subcommittee,  thank  you  for  the  opportunity 
to  appear  before  you  today  to  discuss  the  Judiciary's  housing  needs,  actions  that 
have  been  taken  over  the  past  few  years  to  manage  our  construction  program  effec- 
tively, and  to  address  budgetary  concerns.  The  Judicial  Conference's  Committee  on 
Security,  Space  and  Facilities,  which  I  have  chaired  since  1989,  provides  nationwide 
policy  recommendations  on  securitv,  space  and  facilities  matters  to  the  full  Judicial 
Conference  of  the  United  States  for  its  consideration.  (The  Judicial  Conference  is 
the  Judiciary's  policymaking  body.) 

Accompanying  me  today  is  the  Honorable  Judge  James  M.  Rosenbaum  from  the 
District  of  Minnesota.  Judge  Rosenbaum  serves  on  the  Committee  on  Security, 
Space  and  Facilities  with  me,  and  is  chairman  of  our  Committee's  space  standards 
subcommittee.  Gerald  Thacker,  Assistant  Director  for  Facilities,  Security,  and  Ad- 
ministrative Services  at  the  Administrative  Office  of  the  United  States  Courts,  is 
also  here  with  me  today. 

Mr.  Chairman,  in  response  to  years  of  deteriorating  and  overcrowded  conditions, 
the  Judiciary  began  to  address  its  housing  problems  in  a  concerted  way  starting  in 
1987.  At  that  time,  the  Judicial  Conference  Committee  on  Space  and  Facilities  ^  was 
established,  and  the  National  Academy  of  Public  Administration  (NAPA)  was  com- 
missioned by  the  Judiciary  to  make  recommendations  about  how  we  could  "get  a 
handle"  on  our  housing  needs.  Among  other  things,  the  study  team  found  that  newly 
appointed  judges  waited  an  average  of  18  months  and  as  long  as  7  years  for  court- 
rooms and  chambers.  Beginning  with  the  1991  budget  cycle,  GSA,  the  Judiciary, 
and  the  Congress  began  a  major  program  to  replace  aging  courthouses. 

We  appreciate  GSA's  willingness  to  work  with  us.  However,  as  you  know  we  are 
not  the  ultimate  decisionmakers  when  it  comes  to  determining  whether  a  project  is 
submitted  in  the  President's  budget.  Although  we  work  very  closely  with  GSA,  it 
is  the  executive  branch,  namely  GSA,  the  Office  of  Management  and  Budget  and 
the  President,  that  ultimately  decide  which  projects  should  be  submitted  to  the  Con- 
gress for  its  consideration. 

Mr.  Chairman,  as  you  know,  the  courthouse  construction  program  has  come  in  the 
middle  of  the  dramatic  shifts  in  funding  availability  that  are  being  felt  throughout 
the  Federal  Government.  The  Judicial  Conference's  Committee  on  Security,  Space 
and  Facilities  and  the  Judicial  Conference  itself  have  been  sensitive  to  budgetary 
constraints  and  have  been  focusing  on  them  for  the  past  several  years.  Let  me  as- 
sure you  that  the  Judiciary  is  committed  to  working  with  your  Committee  and  oth- 
ers in  the  Congress  to  ensure  that  the  scarce  resources  available  are  put  to  their 
best  use.  Also,  we  believe  that  the  Judiciary's  facilities  program  is  a  responsible  one, 
and  is  conducted  under  constant  internal  and  external  review. 

program  goals  and  assessment 

We  have  been  working  diligently  with  the  Congress,  the  executive  branch,  and  the 
private  sector  to  ensure: 

•  That  the  new  courthouses  are  not  only  economical,  functional  and  safe,  but  that 
they  represent  real  value  to  the  taxpayers; 

•  That  courthouses  reflect  the  best  of  contemporary  American  architecture; 

•  That  they  make  a  significant  contribution  to  the  public  architecture  of  the  com- 
munities where  they  are  being  built; 

•  That  they  exhibit  the  vigor  and  energy  of  the  Federal  Government; 

•  That  they  engender  in  the  users  and  the  public  a  respect  for  the  tradition  and 
purpose  of  the  American  Judicial  process;  and 

•  That  they  will  meet  the  needs  of  those  who  conduct  business  in  them  into  the 
next  century.  To  help  achieve  these  goals: 

•  The  Judiciary  has  co-sponsored  with  GSA  a  private-sector  "blue  ribbon"  panel 
review  of  building  standards  (both  GSA's  and  tlie  Judiciary's)  and  GSA's  con- 
struction contracting  and  management  procedures.  (That  panel  concluded  that 
"perceptions  that  Federal  courthouses  are  gold-plated  or  extravagant  in  other 
ways  which  lead  to  projects  costing  twice  as  much  as  they  should  is  simply  in- 
correct." The  panel  also  found  that  the  United  States  Courts  Design  Guide  is 
of  great  assistance  to  the  architectural  community  and  construction  contractors. 
The  Guide  sets  forth  space  standards  for  all  Judiciary-occupied  spaces,  and  en- 
sures that  uniform  guidance  is  provided  to  GSA  and  design  architects  on  the 


1  The  Committee  on  Space  and  Facilities  was  combined  with  the  Committee  on  Court  and  Ju- 
dicial Security  of  the  Judicial  Conference  in  1993,  and  is  now  called  the  Security,  Space  and 
Facilities  Committee. 
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space  and  facilities  requirements  of  the  courts.  Prior  to  issuance  of  the  Guide 
tnere  was  Uttle  information  available  to  GSA  and  its  contract  architects  on  de- 
sign specifications.  Without  standards,  there  was  the  potential  for  significant 
variances  in  both  the  size  and  cost  of  space.) 

•  The  Judiciary  has  co-sponsored  with  the  American  Institute  of  Architects  and 
the  National  Cenier  for  State  Courts  an  international  conference  on  courthouse 
design,  attended  by  600  participants  from  seven  countries. 

•  GSA  has  conducted  an  internal  review  of  all  on-going  projects,  resulting  in 
GSA's  projecting  several  tens  of  millions  of  dollars  in  savings  from  better  "value, 
engineering"  of  projects  in  design  and  construction. 

•  GSA  has  developed  what  it  feels  are  appropriate  "benchmarks"  for  Federal 
courthouses  built  today  based  on  the  Washington,  DC,  market  as  follows:  $145 
per  gross  square  foot  for  a  low-rise  courthouse;  for  a  mid-rise,  $155  per  gross 
square  foot;  and  for  a  high-nse,  $170  per  gross  square  foot.  The  GSA's  proposed 

f  reject  budgets  for  new  courthouses  are  based  on  these  benchmarks, 
n  June  1994,  in  response  to  concerns  expressed  by  some  Members  of  Congress 
about  the  costs  of  Federal  courthouse  construction,  the  GAO  was  asked  to  con- 
duct a  review  of  how  the  Administrative  Office  and  the  GSA  justify  and 
prioritize  projects,  how  design  standards  for  court  space  differ  from  other  Fed- 
eral buildings,  and  whether  courthouse  projects  exceed  design  standards,  and 
if  so  why  and  at  what  cost. 

COST  CONTAINMENT  MEASURES 

The  Judiciary's  space  standards  are  under  constant  review  by  the  Committee  on 
Security,  Space  and  Facilities.  As  mentioned  above,  GSA  and  the  private  sector  also 
have  reviewed  the  standards.  Virtually  every  recommended  change  made  by  GSA 
and  the  private  sector  "blue  ribbon"  panel  has  been  incorporated  into  the  Design 
Guide.  Those  changes  included  an  empnasis  on  sharing  common  areas  for  staff,  such 
as  conference  rooms,  and  reducing  acoustical  and  lighting  levels  in  new  facilities, 
as  well  as  others.  The  cost  savings  associated  with  these  changes  are  estimated  to 
save  $1.5  million  in  the  average-sized  courthouse. 

When  the  Guide  was  initially  approved  by  the  Judicial  Conference  in  1991,  the 
judicial  councils  in  each  circuit  were  given  the  authority  to  make  determinations  on 
requests  from  courts  to  depart  from  the  space  standards.  (The  councils  have  the 
statutory  authority  to  determine  the  need  for  court  accommodations  (28  U.S.C. 
462).)  Very  few  requests  from  the  Conference-approved  standards  have  been  grant- 
ed. 

Other  cost  savings  measures  include  full  support  of  GSA  efforts  to  obtain  donated 
land  for  new  courthouses  80  that  the  government  does  not  have  to  expend  funds 
onsite  acquisition,  and  initiating  a  study  of  court  facilities  used  on  an  intermittent 
basis  that  might  be  returned  to  GSA.  The  initial  phase  of  that  study  is  due  to  be 
completed  in  late  summer. 

I  would  be  pleased  to  discuss  our  cost  containment  efforts  with  you  and  other 
members  of  the  Committee. 

SPENDING  LIMITATIONS 

The  projects  submitted  to  you  for  authorization  by  GSA  for  1996  have  undergone 
review  within  the  Judiciary  and  the  executive  branch,  and  represent  2  to  3  years 
of  planning  effort.  The  need  for  the  space  has  been  verified  by  the  judicial  councils, 
GSA,  0MB  and  others  throughout  the  project  development  process.  Of  the  buildings 
to  be  replaced  by  new  projects  in  the  1996  budget,  9  are  over  50  years  old;  an  addi- 
tional 2  are  over  25  years  old.  Most  of  the  projects  have  severe  security  problems; 
most  will  permit  moving  at  least  some  units  of  the  courts  and  court-related  execu- 
tive branch  agencies  from  expensive  leased  space  into  government-owned  space. 
Every  project  budget  is  within  GSA's  construction  benchmark — and  GSA  has  deter- 
mined that  each  project  represents  the  least  expensive  way  of  providing  the  needed 
space.  GSA  has  calculatea  that  the  taxpayers  will  save  at  least  $220  million  in 
present  value  dollars  over  the  life  of  the  buildings  if  the  facilities  are  built. 

At  its  March  1995  session,  the  Judicial  Conference  approved  developing  a  5-year 
plan  of  courthouse  construction  projects.  Our  Committee  has  started  a  process  of 
prioritizing  projects  to  be  included  in  that  plan  for  the  use  of  GSA  and  the  Congress 
when  considering  requests,  but  our  work  is  not  yet  complete.  We  recognize,  however, 
that  you  are  faced  with  making  significant  cost  reductions  and  that  it  might  not  be 
possible  to  fund  all  projects  requested  by  the  President  for  fiscal  year  1996.  In  your 
letter  of  invitation  to  this  hearing  you  asked  that  the  Judiciary  suggest  criteria  and 
methodologies  that  might  be  used  by  the  Committee  to  evaluate  project  needs  for 
1996.  We  would  like  to  work  with  you,  committee  staff,  and  with  GSA  over  the  next 
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few  weeks  prior  to  your  committee  markup  to  see  what  might  be  done  to  stay  within 
the  reduced  funding  available  and  still  meet  the  pressing  needs  of  the  Judiciary  and 
related  executive  branch  agencies. 

I  must  stress,  however,  that  the  Judiciary  operates  much  like  the  Congress  in  the 
sense  that  its  subcommittees  and  committees  make  recommendations  that  are  then 
reviewed  by  a  larger  deliberative  bodv.  (In  the  case  of  the  Judiciary,  that  larger 
body  is  the  Judicial  Conference.)  The  foundation  of  both  systems  is  based  on  bund- 
ing a  consensus.  To  date,  our  Committee's  position  with  regard  to  the  development 
of  criteria  has  not  been  approved  by  the  Conference,  and  therefore,  does  not  rep- 
resent the  position  of  the  Judicial  Conference  itself  I  would  hope  that  we  would 
have  time  to  take  advantage  in  an  expedited  way  of  the  Judiciary's  8  consensus- 
building  machinery,  so  that  the  advice  we  give  you  truly  represents  a  position  of 
the  Federal  Judiciary. 

PUBLIC  BUILDINGS  REFORM  ACT  OF  1995 

Mr.  Chairman,  you  asked  that  we  discuss  the  bill  introduced  by  Senator  Baucus 
on  June  29,  1995,  the  Public  Buildings  Reform  Act.  Because  the  bill  was  introduced 
only  a  few  days  ago,  our  Committee  and  the  Judicial  Conference  have  not  had  the 
opportunity  to  review  the  bill  in  detail.  If  the  Committee  would  find  it  helpful,  we 
could  initiate  the  development  of  a  formal  Judicial  Conference  position  on  the  pro- 
posed legislation. 

However,  I  can  say  that  we  either  have  pursued  or  are  pursuing  many  aspects 
of  the  bill's  provisions.  As  stated  earlier,  we  have  been  working  on  the  development 
of  a  5-year  plan  for  courthouse  construction  projects  over  the  past  year.  We  have 
worked  with  GSA  on  the  development  of  design  standards,  and  as  mentioned  above, 
jointly  sponsored  a  private  sector  review  of  those  standards  in  1993.  The  standards 
have  been  revised  with  a  view  toward  reducing  cost  since  their  adoption  in  1991. 
We  would  be  pleased  to  address  any  reasonable  suggestions  to  improve  the  design 
standards  and  to  work  with  you  to  identify  ways  that  we  can  further  reduce  costs. 

Mr.  Chairman,  thank  you  for  the  opportunity  to  appear  before  you  today.  We 
want  to  work  with  you,  your  committee,  and  your  committee's  staff  to  continue  to 
pursue  the  most  prudent  and  efficient  construction  program.  Should  you  or  other 
members  of  the  Committee  have  any  questions.  Judge  Rosenbaum,  Mr.  Thacker  and 
I  would  be  pleased  to  answer  them  at  this  time. 


Statement  of  J.  William  Gadsby,  Director,  Government  Business  Operations 
Issues,  General  Accounting  Office 

Summary 

As  the  Federal  Government's  principal  real  estate  agent,  the  General  Services  Ad- 
ministration (GSA)  controls  276  million  square  feet  of  general  purpose  office,  stor- 
age, and  court  space  that  is  owned  or  leased  to  support  agencies'  missions.  GSA  ex- 
pects to  spend  almost  $7  billion  in  fiscal  year  1995  to  provide  facilities  and  related 
services  to  Federal  agencies. 

GAO's  reports  and  testimonies  over  the  past  6  years  discussed  several  factors  that 
have  impeded  GSA's  ability  to  acquire  and  manage  Federal  office  space  in  a  cost 
effective,  businesslike  manner.  These  included  (1)  Federal  budgetary  constraints 
and  budget  scorekeeping  rules  that  favor  operating  leases  over  ownership,  (2)  Fed- 
eral Buildings  Fund  limitations,  (3)  an  overall  lack  of  strategic  focus  and  informa- 
tion for  sound  decisionmaking,  (4)  ineffective  governmentwide  asset  management 
and  disposal  policies  and  practices  and  historical  building  considerations,  (5)  the 
lengthy  prospectus  authorization  process,  (6)  GSA's  lack  of  building  purchase  au- 
thority, and  (7)  GSA's  long-standing  monopoly  and  traditional  focus  on  day-to-day 
operations.  GAO's  recent  follow-up  work  showed  that  these  factors  have  continued 
to  contribute  to  the  government  spending  billions  of  dollars  more  than  necessary  in 
the  long  run  to  acquire  and  manage  Federal  office  space. 

In  recent  years,  GSA  has  become  dependent  on  leasing  to  satisfy  Federal  space 
needs  and  now  spends  over  $2  billion  annually  for  leased  space.  GAO's  February 
1995  report  on  leasing  contrasted  GSA's  process-oriented  approach  with  the  more 
results-oriented  approach  typically  used  by  private  industry  and  showed  how  a  more 
businesslike  approach  could  reduce  costs  and  improve  performance. 

In  response  to  GAO's  December  1992  transition  series  report  on  GSA  issues,  the 
National  Performance  Review,  and  the  President's  recent  initiative  to  reduce  the 
size  and  costs  of  government,  GSA  has  efforts  underway  to  reform  the  way  it  does 
business.  GSA  is  reexamining  its  role  and  functions  and  has  estimated  potential 
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cost  savings  in  the  public  buildings  area  of  $6.4  billion  (current  dollars)  over  the 
next  5  years. 

Regardless  of  planned  government  downsizing  and  GSA's  eventual  role  in  the 
public  buildings  area,  some  of  the  factors  identified  above  likely  will  continue  to  im- 
pede cost  effective  acquisitions  and  management  of  Federal  office  space.  Thus,  GSA 
also  will  need  to  work  closely  with  this  committee,  other  congressional  committees, 
and  the  Office  of  Management  and  Budget  to  reexamine  and  resolve  these  remain- 
ing impediments  to  major  cost  sa\angs. 

Statement 

Mr.  Chairman  and  Members  of  the  Subcommittee,  we  welcome  this  opportunity 
to  be  here  todav  in  support  of  your  oversight  of  the  General  Services  Administra- 
tion's (GSA)  puolic  builoings  activities.  As  you  requested,  my  testimony  focuses  on 
opportunities  for  cost  savings  in  the  public  buildings  area.  Specifically,  I  will  discuss 
(1)  several  factors  that  continue  to  impede  GSA's  aoility  to  acquire  and  manage  Fed- 
eral office  space  in  the  most  cost-effective  manner,  (2)  our  recent  report  to  the 
former  Chairman  of  this  Subcommittee  on  how  a  more  businesslike  approach  to 
GSA's  leasing  process  could  reduce  costs  and  improve  performance,  and  (3)  GSA's 
overall  efforts  to  realize  cost  savings  and  improve  support  services  to  Federal  agen- 
cies by  reforming  its  operations  and  organization. 

As  the  attachment  to  my  statement  shows,  we  have  reported  on  GSA's  general 
r.ianagement  practices,  management  reform  efforts,  and  various  aspects  of  its  public 
buildings  activities  in  a  series  of  reports  and  testimonies  over  the  past  6  years.  In 
response  to  an  earlier  request  from  this  Subcommittee,  we  recently  reexamined 
GSA's  acquisitions  and  management  of  Federal  office  space.  Also,  we  are  monitoring 
GSA's  overall  reform  efforts.  My  testimony  today  is  based  on  our  extensive  body  of 
past  work  in  the  GSA  area,  ongoing  work,  and  the  recent  follow-up  work  we  did 
for  this  Subcommittee. 

BACKGROUND 

As  the  Federal  Government's  principal  real  estate  agent,  GSA  acquires  and  man- 
ages general  purpose  office,  storage,  and  court  space  that  is  owned  or  leased  to  sup- 
gort  Federal  agencies'  missions.  This  fiscal  year,  GSA  expects  to  spend  almost  $7 
illion  to  provide  facilities  and  related  services  to  Federal  agencies.  Almost  one-half 
of  GSA's  real  estate  portfolio  of  276  million  square  feet  of  space  is  leased,  and  leas- 
ing costs  are  over  30  percent  of  GSA's  total  public  buildings  expenditures.  In  recent 
years,  GSA  has  become  increasingly  dependent  on  leasing  to  satisfy  Federal  space 
needs  and  now  spends  over  $2  billion  annually  for  leased  space. 

GSA's  costs  of  acquiring,  managing,  and  operating  and  maintaining  this  space,  in 
federally  owned  as  well  as  leased  buildings,  are  financed  by  the  Federal  Buildings 
Fund  (FBF).  GSA  charges  Federal  agencies  rent  for  the  space  they  occupy  and  that 
rent  is  to  be  comparable  to  local  commercial  rents.  GSA  deposits  rent  receipts  in 
the  FBF  and,  subject  to  congressional  limitations  in  annual  appropriation  acts,  uses 
this  money  to  pay  capital  and  operating  expenses. 

GSA  has  an  extensive  planning  process  aesigned  to  determine  Federal  office  space 
needs  and  identify  building  acquisition,  repair  and  renovation,  and  leasing  require- 
ments. Once  a  requirement  is  established.  Office  of  Management  and  Budget  (0MB) 
Circular  A-94  requires  that  GSA  make  an  economic  analysis  to  identify  the  most 
cost  effective  option  for  satisfying  that  need.  The  options  available  include  leasing, 
constructing  or  purchasing  buildings,  and  repairing  or  renovating  existing  Federal 
buildings.  On  the  basis  of  the  results  of  this  economic  analysis  and  other  factors, 
GSA  decides  what  projects  to  propose.  GSA's  funding  request  for  public  buildings 
projects  is  included  in  the  President's  budget  that  is  submitted  to  Congress  each 
January. 

Total  Federal  space  requirements  are  now  projected  to  decline  as  a  result  of 
planned  government  downsizing  and  streamlining.  In  April  1995,  GSA  announced 
a  temporary  moratorium  on  major  lease  actions  pending  completion  of  the  adminis- 
tration's downsizing  decisions.  The  fiscal  year  1995  rescissions  bill  (H.R.  1944,  104th 
Cong.  1st  Sess.)  passed  by  the  House  and  now  pending  in  the  Senate  would  cut 
spending  for  certedn  approved  Federal  building  projects  financed  through  the  FBF 
by  $631.4  million.  The  7-year  budget  plan  in  the  concurrent  resolution  on  the  budget 
for  fiscal  year  1996  (H.  Con.  Res.  67,  104th  Cong.  1st  Sess.)  that  was  recently  adopt- 
ed by  Congress  provides  for  a  30-percent  reduction  in  spending  for  Federal  building 
construction.  In  the  future,  however.  Federal  agencies  will  still  need  office  space, 
and  acquisitions  of  new  space  and  repairs  and  renovations  of  existing  space  will  con- 
tinue to  be  needed  as  leases  expire,  space  requirements  change,  and  Federal  build- 
ings age. 
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FACTORS  THAT  CONTINUE  TO  IMPEDE  COST  EFFECTIVE  ACQUISITIONS  AND 
MANAGEMENT  OF  FEDERAL  OFFICE  SPACE 

In  many  of  our  reports  and  testimonies  on  public  buildings  issues  over  the  last 
6  years,  we  discussed  several  factors  that  impeded  GSA's  abilitv  to  effectively  ac- 
quire and  manage  office  space.  These  included  (1)  Federal  budgetary  constraints 
and  budget  scorekeeping  rules  that  favor  operating  leases  over  ownership, ^  (2)  FBF 
funding  limitations,  (3)  an  overall  lack  of  strategic  focus  and  information  for  sound 
decisionmaking,  (4)  ineffective  governmentwide  asset  management  and  disposal 
policies  and  practices  and  historical  building  considerations,  (5)  the  lengthy  prospec- 
tus authorization  process,  (6)  GSA's  lack  ofdiscretionary  building  purchase  author- 
ity, and  (7)  GSA's  long-standing  monopoly  and  traditional  focus  on  day -to  day  oper- 
ations. 

As  discussed  later,  GSA  has  committed  to  end  its  monopoly,  improve  its  govern- 
mentwide policy  and  oversight  capabilities,  and  continue  its  operational  role  only 
where  it  makes  sense  and  is  cost  effective.  However,  our  recent  follow-up  work  for 
this  Subcommittee  on  GSA's  acquisitions  and  management  of  Federal  office  space 
showed  that  the  other  six  factors  have  continued  to  impede  GSA's  ability  to  propose 
and  Congress'  ability  to  determine  and  select  the  most  cost  effective  Federal  housing 
and  asset  management  options.  As  a  result,  the  government  is  spending  billions  of 
dollars  more  than  necessary  in  the  long  run  to  acquire  and  manage  Federal  office 
space. 

We  reviewed  the  major  construction,  leasing,  and  building  repair  and  renovation 
projects  that  GSA  proposed  to  Congress  in  4  of  its  11  regions— -San  Francisco,  CA; 
New  York,  NY;  Washington,  DC;  and  Dallas/Fort  Worth,  TX — between  fiscal  years 
1990  and  1994  that  included  the  results  of  its  economic  analysis  of  alternative  op- 
tions. GSA's  economic  analyses  for  22  of  the  23  construction  projects  it  proposed 
showed  that  construction  was  less  costly  in  the  long  run  than  leasing;  the  one  excep- 
tion was  for  a  new  annex  that  needed  to  be  adjacent  to  an  existing  courthouse.  In 
this  case,  GSA  proposed  construction,  even  though  it  was  more  costly,  because  the 
annex  needed  to  be  adjacent  to  the  existing  facility,  and  leasing  could  not  satisfy 
this  requirement.  However,  GSA's  economic  analyses  for  55  (75  percent)  of  the  73 
leases  it  proposed  showed  that  Federal  construction  would  have  been  a  less  costly 
alternative  and  saved  approximately  $700  million  (present  value)  over  a  30-year  pe- 
riod. Similarly,  GSA's  economic  analyses  for  14  of  the  84  building  renovations  it  pro- 
posed showed  that  approximately  $300  million  (present  value)  could  have  been 
saved  by  disposing  of  these  14  buildings  and  constructing  new  ones. 

Our  work  indicated  that  GSA  proposed  the  more  costly  leases  and  building  ren- 
ovations because  one  or  more  of  the  factors  identified  earlier  impeded  its  ability  to 
propose  the  most  cost  effective  acquisition  or  asset  management  option.  For  exam- 
ple, GSA  acknowledged  that  funding  and  budgetary  limitations  and  its  lack  of  build- 
ing purchase  authority  often  led  it  to  propose  leases  that  were  more  costly  in  the 
long  run  than  Federal  ownership.  Also,  GSA  emphasized  that  other  important  na- 
tional policy  considerations  and  goals,  such  as  preserving  Federal  buildings  that  are 
national  historic  landmarks,  often  led  it  to  propose  costly  renovations  that  were  not 
defensible  on  economic  grounds. 

A  MORE  BUSINESSLIKE  LEASING  APPROACH  COULD  REDUCE  COSTS  AND  IMPROVE 

PERFORMANCE 

Our  February  1995  leasing  report  assessed  the  efficiency  and  effectiveness  of 
GSA's  traditional  process-oriented  approach  for  leasing  office  space  and  contrasted 
it  with  the  more  results-oriented  approach  typically  used  by  private  industry.^  This 
report  showed  that  GSA's  highly  prescriptive  and  inflexible  leasing  process  did  not 
enable  it  to  respond  quickly  enough  in  today's  dynamic  commercial  real  estate  mar- 
ketplace and  impeded  its  ability  to  get  the  best  available  leasing  values. 

We  identified  several  characteristics  of  GSA's  leasing  process  that  seemed  to  put 
GSA  at  a  distinct  disadvantage  in  the  commercial  marketplace,  caused  it  to  pay 
more  than  is  necessary  for  leased  space,  impeded  timely  space  delivery,  and  discour- 
aged competition  for  government  leases.  On  the  34  leases  we  reviewed,  for  example, 
GSA  took  an  average  of  20  months  to  deliver  office  space  to  the  requesting  Federal 
agency  and  had  only  one  or  two  responsive  offers  from  landlords  for  24  (71  percent) 


^We  testified  earlier  that  the  full  up-front  recognition  of  outyear  cost  commitments  entered 
into  today,  for  operating  leases  as  well  as  ownership,  would  help  ensure  that  the  government 
takes  into  account  both  its  short-term  and  long-term  fiscal  interests.  See  Budget  Issues:  Budget 
Scorekeeping  for  Acquisition  of  Federal  Buildings  (GAO/T-AIMD-94-189,  Sept.  20,  1994). 

^Federal  Office  Space:  More  Businesslike  Leasing  Approach  Could  Reduce  Costs  and  Improve 
Performance  (GAO/GGD-95-48). 
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of  them.  GSA'S  realty  staff  had  limited  flexibility  to  modify  space  requirements  or 
award  criteria  or  to  bargain  with  landlords  to  take  advantage  of  available  leasing 
opportunities,  even  those  they  believed  would  be  good  values  for  the  government. 

In  contrast,  the  more  results-oriented  approach  that  the  private  sector  firms  we 
contacted  typically  used  was  much  simpler,  more  flexible,  took  considerably  less 
time,  and  seemed  to  result  in  better  overall  leasing  values.  Unlike  GSA,  these  firms 
generally  did  not  establish  highly  prescriptive  and  detailed  space  specifications  and 
their  lease  solicitations  and  contracts  were  much  simpler  and  shorter  than  GSA's. 
Also,  their  leases  placed  more  of  the  risk  on  the  tenant,  such  as  in  customizing  or 
building  out  the  space,  and  this  seemed  to  help  hold  down  rental  rates.  These  firms' 
more  results-oriented  approach  typically  enabled  them  to  lease  and  occupy  space  in 
less  than  one  third  of  the  time  it  took  GSA  and  to  get  leasing  values  they  and  many 
commercial  landlords  and  brokers  said  were  better  than  GSA  s. 

Accordingly,  we  made  several  recommendations  to  GSA  that  were  aimed  at  sim- 
plifying and  streamlining  its  leasing  process  and  making  it  less  costly  and  time  con- 
suming, more  responsive  to  Federal  agencies'  needs,  and  a  better  value  for  tax- 
payers. GSA  generally  agreed  with  the  overall  thrust  of  this  report  and  our  rec- 
ommendations and  said  it  will  address  them  as  part  of  ongoing  efforts  to  reform  its 
real  estate  program.  However,  GSA  said  that  it  cannot  carry  out  leasing  like  a  pri- 
vate sector  tenant  unless  it  receives  an  exemption  from  the  Competition  in  Con- 
tracting Act  (CICA)  and  other  statutory  constraints  that  add  time  and  costs  to  its 
leasing  process.  We  recognized  these  statutory  provisions  in  our  report  and  acknowl- 
edged that  legislative  changes  may  be  required  to  make  GSA's  leasing  process  more 
businesslike.  We  recommended  that  GSA  propose  to  Congress  the  necessary  legisla- 
tion to  enable  it  to  (1)  test  the  benefits,  risks,  and  potential  Federal  application  of 
private  industry  leasing  practices  or  other  leasing  alternatives  and  (2)  adopt  those 
practices  or  alternatives  tested  that  result  in  documented  performance  improve- 
ments, make  sense,  and  are  cost  effective.  GSA  has  already  made  several  adminis- 
trative streamlining  changes  in  its  leasing  process  that  seem  to  have  reduced  the 
time  it  takes  to  complete  leasing  actions. 

GSA's  OVERALL  EFFORTS  TO  IMPROVE  SUPPORT  SERVICES  AND  REALIZE  COST  SAVINGS 
BY  REFORMING  ITS  OPERATIONS  AND  ORGANIZATION 

In  response  to  our  December  1992  transition  series  report  on  GSA  issues  and  the 
National  Performance  Review's  (NPR)  September  1993  report,  GSA  committed  to 
end  its  long-standing  monopoly,  separate  its  policy  and  oversight  responsibilities 
from  service  delivery,  restructure  its  Public  Buildings  Service  and  improve  how  it 
interfaces  with  customer  agencies,  and  use  private  sector  practices  as  benchmarks 
to  enable  it  to  reform  the  way  it  does  business.  The  reforms  that  GSA  has  made 
and  is  considering  appear  responsive  to  many  of  the  concerns  we  and  NPR  ex- 
pressed in  those  reports.  However,  GSA  has  not  yet  determined  its  role  and  mission 
in  the  public  buildings  area  or  addressed  the  remaining  impediments  to  cost  effec- 
tiveness that  were  discussed  earlier. 

In  response  to  the  President's  recent  initiative  to  reduce  the  size  and  costs  of  gov- 
ernment, GSA  has  accelerated  and  broadened  its  ongoing  reform  efforts  and  identi- 
fied a  number  of  potential  cost-savings  opportunities  in  various  areas.  GSA  commit- 
ted to  (1)  continue  streamlining  its  current  functions,  (2)  establish-by  October  1, 
1995 — an  agencywide  Office  of  Policy  and  Oversight  to  enhance  its  ability  to  carry 
out  effective  governmentwide  policy  and  oversight,  and  (3)  identify  the  most  cost- 
effective  method  of  ownership,  management,  and  operations  for  each  of  its  assigned 
mission-support  responsibilities  or  business  lines. 

GSA  estimated  potential  cost  savings  in  the  public  buildings  area  of  $500  million 
for  fiscal  year  1996  and  a  total  of  $6.4  billion  (current  dollars)  for  the  5-year  period 
ending  in  fiscal  year  2000.  The  bulk  of  GSA's  estimated  cost  savings — from  space 
reductions  as  a  result  of  government  downsizing,  reduced  agency  appropriations  for 
rent,  and  increased  efficiencies  in  Federal  building  operations — will  require  actions 
by  other  Federal  agencies  and/or  Congress  to  implement. 

Before  closing,  Mr.  Chairman,  I  would  like  to  say  that  we  are  encouraged  by 
GSA's  ongoing  reform  efforts  and  believe  it  is  headed  in  the  right  direction.  Regard- 
less of  planned  government  downsizing  and  GSA's  eventual  role  and  mission  in  the 
public  buildings  area,  however,  some  of  the  factors  identified  earlier  likely  will  con- 
tinue to  impede  cost-effective  and  businesslike  acquisitions  and  management  of  Fed- 
eral office  space.  Thus,  GSA  also  will  need  to  work  closely  with  this  committee, 
other  Senate  and  House  committees,  and  0MB  to  reexamine  and  resolve  these  re- 
maining impediments  to  major  cost  savings. 

This  concludes  my  prepared  statement.  My  colleagues  and  I  would  be  pleased  to 
respond  to  any  questions. 
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Attachment 
related  gao  products 

General  Services  Administration:  Opportunities  For  Cost  Savings  and  Service  Im- 
provements (GAO/T-GGD-95-96,  Mar.  29,  1995). 

Public  Buildings:  GSA's  Reinvention  Initiatives  (GAO/T-GGD-95-100,  Mar.  2,  1995). 

Federal  Office  Space:  More  Businesslike  Leasing  Approach  Could  Reduce  Costs  and 
Improve  Performance  (GAO/GGD-95-48,  Feb.  27,  1995). 

Management  Reform:  Implementation  of  the  National  Performance  Review's  Rec- 
ommendations (GAO/OCG-95-1,  Dec.  5,  1994). 

Real  Property  Management:  Reforms  in  Four  Countries  Promote  Competition  (GAO/ 
GGD-94-166,  Sept.  30,  1994). 

Budget  Issues:  Budget  Scorekeeping  for  Acquisition  of  Federal  Buildings  (GAO/T- 
AIMD-94-189,  Sept.  20,  1994). 

General  Services  Administration:  Better  Data  and  Oversight  Needed  to  Improve  Con- 
struction Management  (GAO/GGD-94-145,  June  27,  1994). 

Public-Private  Mix:  Extent  of  Contracting  Out  for  Real  Property  Management  Serv- 
ices in  GSA  (GAO/GGD-94-126BR,  May  16,  1994). 

Management  Reforms:  Examples  of  Public  and  Private  Innovations  to  Improve  Serv- 
ice Delivery  (GAO/AIMD/GGD-94-90BR,  Feb.  11,  1994). 

Management  Reform:  GAO's  Comments  on  the  National  Performance  Review's  Rec- 
ommendations (GAO/OCG-94-1,  Dec.  3,  1993). 

Public  Buildings:  Budget  Scorekeeping  Prompts  Difficult  Decisions  (GAO/T-GGD/ 
AIMD-94-43,  Oct.  28,  1993). 

Federal  Judiciary  Space:  Long-Range  Planning  Process  Needs  Revision  (GAO/T- 
GGD-94-18,  Oct.  7,  1993  and  GAO/GGD-93-132,  Sept.  28,  1993). 

Federal  Real  Property:  National  Performance  Review  Recommendations  (GAO/T- 
GGD-93-47,  Sept.  21,  1993). 

Federal  Real  Property:  Key  Acquisition  and  Management  Obstacles  (GAO/T-GGD- 
93-42,  July  27,  1993). 

Federal  Buildings  Fund  Limitations  (GAO/GGD-93-34R,  Apr.  5,  1993). 

General  Services  Issues  (GAO/OCG^93-28TR,  Dec.  1992). 

Government  Management  Issues  (GAO/OCG-93-3TR,  Dec.  1992). 

General  Services  Administration:  Actions  Needed  to  Improve  Protection  Against 
Fraud,  Waste,  and  Mismanagement  (GAO/GGD-92-98,  Sept.  30,  1992). 

Federal  Office  Space:  Obstacles  to  Purchasing  Commercial  Properties  From  RTC, 
FDIC,  and  Others  (GAO/GGD-92-60,  Mar.  31,  1992). 

Real  Property  Management  Issues  Facing  GSA  and  Congress  (GAO/TGGD-92-4, 
Oct.  30,  1991). 

GSA:  A  Central  Management  Agency  Needing  Comprehensive  Congressional  Over- 
sight (GAOA'-GGD-92-3,  Oct.  29,  1991). 

Long-term  Neglect  of  Federal  Building  Needs  (GAO/T-GGD-91-64,  Aug.  1,  1991). 

Federal  Buildings:  Actions  Needed  to  Prevent  Further  Deterioration  and  Obsolescence 
(GAO/GGD-91-57,  May  13,  1991). 

General  Services  Administration:  Status  of  Management  Improvement  Efforts  (GAO/ 
GGD-91-59,  Apr.  3,  1991). 

Facilities  Location  Policy:  GSA  Should  Propose  a  More  Consistent  and  Businesslike 
Asproach  (GAO/GGD-90-109,  Sept.  28,  1990). 

General  Services  Administration:  Delegated  Buildings  Adequately  Operated  But  Bet- 
ter GSA  Oversight  Needed  (GAO/GGD-90-76,  May  15,  1990)  . 

The  Disinvestment  in  Federal  Office  Space  (GAO/T-GGD-90-24,  Mar.  20,  1990). 

Federal  Office  Space:  Increased  Ownership  Would  Result  in  Significant  Savings 
(GAO/GGD-90-11,  Dec.  22,  1989). 

General  Services  Administration:  Sustained  Attention  Required  to  Improve  Perform- 
ance (GAO/GGD-90-14,  Nov.  6,  1989). 

Building  Purchases:  GSA's  Program  Is  Successful  But  Better  Policies  and  Procedures 
Are  Needed  (GAO/GGD-90-5,  Oct.  31,  1989). 

Public  Buildings:  Own  or  Lease?  (GAO/T-GGD-89-42,  Sept.  26,  1989). 
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THURSDAY,  NOVEMBER  2,  1995 

U.S.  Senate, 
Committee  on  Environment  and  Public  Works, 
Subcommittee  on  Transportation  and  Infrastructure, 

Washington,  DC. 

COURTHOUSE  CONSTRUCTION  ISSUES 

The  subcommittee  met,  pursuant  to  notice,  at  10:06  a.m.  in  room 
406,  Senate  Dirksen  Building,  Hon.  John  Warner  (chairman  of  the 
subcommittee)  presiding. 

Present:  Senators  Warner,  Baucus,  Graham,  and  Chafee  [ex 
officio]. 

OPENING  STATEMENT  OF  HON.  JOHN  W.  WARNER, 
U.S.  SENATOR  FROM  THE  COMMONWEALTH  OF  VIRGINIA 

Senator  Warner.  Good  morning,  ladies  and  gentlemen.  I  thank 
you  all  for  joining  us  this  morning. 

I'm  going  to  resist  the  urge  to  give  a  long  opening  statement, 
which  in  part  might  convey  the  idea  that  I  understand  this  entire 
situation  very  clearly,  and  that  I  have  the  answer  to  it,  neither  of 
which  are  correct.  WTiat  I'm  endeavoring  to  do  on  behalf  of  the  Sen- 
ate is  to  work  through  an  unusual  set  of  problems. 

The  background,  as  near  as  I  can  determine,  is  as  follows.  Like 
so  many  other  institutions  in  our  Government,  we  have  merrily 
gone  along  building  new  courthouses  and  Federal  buildings  for  a 
number  of  years.  We  now  recognize  that  the  dollars  are  not  avail- 
able to  achieve  what  appear  to  be  very  justifiable  situations. 

That  chart  gives  you  an  idea  of  the  magnitude,  as  we  used  to  say 
when  I  was  Secretary  of  the  Navy,  the  bow  wave  of  new  construc- 
tion and  costs  that  face  our  Nation.  Our  judiciary  system  is  strug- 
gling with  an  ever-increasing  load,  and  indeed,  I  don't  doubt  that 
much  of  this  is  fully  justified. 

[The  chart  referred  to  follows:] 
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But  there  are  some  benchmarks  that  are  not  in  dispute.  The  past 
system  generally  worked  to  serve  the  interests  of  our  Nation,  but 
there  were  a  number  of  instances  of  unnecessary  spending  and  in- 
deed, a  few  instances  of  wasteful  spending. 

It's  that  type  of  spending  that  all  three  branches  of  Government 
wish  to  remove  from  this  system.  How  we  go  about  it,  there  are 
honest  differences  of  opinion.  We  will  hear  today  from  the  distin- 
guished representatives  of  the  General  Services  Administration 
and  the  Office  of  the  Courts,  and  indeed,  members  of  the  judiciary 
themselves. 

Let  us  consider  this  hearing  as  a  benchmark  to  work  toward  the 
most  efficient,  the  most  cost-effective  system  that  we  can  give  our 
Nation.  We  have  a  complication  in  that  there  are  some  1995 
projects,  six  in  number,  as  well  as  the  1996  projects,  to  deal  with 
immediately.  There  is  sufficient  time  for  the  out  years  to,  I  think, 
work  out  a  system. 

My  decision  is  going  to  have  to  be  the  extent  to  which  we  can 
take  the  wisdom  that  will  be  put  forth  today,  and  apply  it  to  1995 
and  1996  and  to  the  out  years.  It  may  not  be  achievable  to  rec- 
oncile all  the  differences  in  time  to  act  on  1995  and  1996.  So  there 
are  some  question  marks. 

I  thank  Administrator  Johnson,  General  Services  Administration, 
Director  Ralph  Mecham  of  the  Administrative  Office  of  the  Courts, 
Judge  Robert  E.  Cowen,  Chairman  of  Security,  Space  and  Facilities 
Committee,  and  Deputy  Inspector  General  Joel  S.  Gallay  of  the 
General  Services  Administration  for  appearing  today. 

We'll  start  out  with  you,  Mr.  Johnson,  and  your  entire  statement 
will  be  placed  in  the  record.  You  can  paraphrase,  not  shorten,  nec- 
essarily, but  just  paraphrase.  You've  testified  before  us  many 
times,  you're  very  skillful  at  it,  if  I  may  say. 

My  distinguished  ranking  member,  Mr.  Baucus,  is  before  the  Fi- 
nance Committee  this  morning,  and  necessarily  absent.  But  he  will 
join  us,  as  perhaps  other  members  of  the  subcommittee.  Let  me  in- 
terrupt to  place  in  the  record  a  statement  by  the  distinguished  Sen- 
ator from  New  York,  Mr.  D'Amato.  Also  submitted  is  a  statement 
by  New  York  Congressman  Rick  Lazio. 

[The  prepared  statements  follows:] 

Statement  of  Hon.  Alfonse  M.  D'Amato,  U.S.  Senator  from  the  State  of 

New  York 

Mr.  Chairman,  I  appreciate  this  opportunity  to  address  this  Subcommittee  on  an 
issue  that  is  of  great  concern  to  me  and  one  that  has  a  profound  affect  on  the  2.6 
million  residents  of  Long  Island.  Today,  this  Subcommittee  is  considering  the  man- 
ner in  which  our  government  should  focus  its  resources  with  respect  to  prioritizing 
and  proceeding  with  Federal  courthouses.  In  New  York,  two  courthouse  facilities  in 
the  Eastern  District  have  been  slated  for  approval,  one  in  Brookl3m  and  one  in 
Central  Islip.  Since  it  is  further  along  in  the  process  than  the  equally  meritorious 
Brooklyn  project,  I  wish  to  bring  to  the  attention  of  this  Subcommittee  the  urgent 
need  to  authorize  and  proceed  with  the  Suffolk  County  courthouse  in  Central  Islip, 
New  York  as  soon  as  possible. 

In  1989,  the  Judicial  Conference  of  the  United  States  declared  a  "Judicial  Space 
Emergency"  for  the  Eastern  District  of  New  York — the  only  district  in  the  Nation 
so  designated.  In  fact,  that  designation  still  holds  for  the  Eastern  District  which  is 
now  facing  its  heaviest  caseload  in  its  history.  On  Long  Island,  Court  activities  for 
the  District  are  interspersed  throughout  a  handful  of  cramped,  leased  facilities  in 
Nassau  and  Suffolk  counties.  Security  at  these  facilities  is  suspect  and  the  safety 
of  all  who  have  business  before  the  Court  is  often  put  into  question.  To  alleviate 
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this  situation,  the  Suffolk  County  Courthouse  was  proposed  in  order  to  consolidate 
all  Federal  court  activities  in  Nassau  and  Suffolk  counties  into  one  facility. 

Since  the  July  1991  declaration  by  GSA  that  this  project  would  proceed,  I  have 
worked  with  my  colleagues  in  both  Houses,  two  Aaministrations,  the  Judiciary, 
State  officials,  local  officials — all  in  an  effort  to  make  sure  that  this  project  moves 
forward  in  order  to  serve  the  judicial  needs  of  Long  Islanders.  In  that  time,  a  site 
was  located  and  donated  by  Suffolk  County  at  a  savings  to  the  Federal  Government 
of  over  $10  million.  Nearly  $5  million  in  further  cost-savings  were  realized  on  this 
project  during  GSA's  "Time  Out  and  Review"  in  1993.  This  project  has  been  scruti- 
nized from  top  to  bottom  in  an  effort  to  give  the  taxpayers  a  facility  that  will  be 
fiscally  justifiable.  I  believe  that  is  what  they  will  receive. 

While  I  can  understand  and  appreciate  the  desire  of  the  Subcommittee  to  further 
review  courthouse  projects  nationwide  to  obtain  even  more  savings,  I  am  concerned 
about  the  effects  such  efforts  could  have  on  this  particular  project.  Right  now,  the 
Suffolk  County  Courthouse  is  ready  to  be  built;  a  construction  contract  is  literally 
in  the  last  stages  of  the  bidding  process.  Without  a  smooth  transition  from  design 
to  actual  construction,  I  fear  that  additional  costs  and  not  added  savings  will  be  in- 
curred in  constructing  this  courthouse.  Millions  of  dollars  have  already  been  spent 
by  local  officials  to  accommodate  the  new  building.  More  than  $11  million  has  been 
spent  by  GSA  in  design  and  various  other  pre-construction  activities.  If  this  project 
is  held  up  for  any  length  of  time,  construction  costs  will  most  certainly  increase.  It 
is  my  firm  belief  that  the  decision  to  proceed  with  this  necessary  courthouse  is  inev- 
itable. Given  this,  spending  more  money  later  to  make  up  for  a  delay  now  would 
be  unfortunate. 

Mr.  Chairman,  this  project  was  included  in  the  fiscal  year  1996  budget  by  the  Ad- 
ministration; it  has  had  funds  appropriated  in  three  of  the  last  four  fiscal  years  in- 
cluding fiscal  years  1995  and  1996;  it  is  strongly  supported  by  the  Judicial  Con- 
ference; it  has  been  strongly  supported  by  the  GSA — and  I  hope  it  still  is;  and  it 
is  supported  by  Senator  Mojoiihan,  Congressman  Lazio,  elected  officials  in  Suffolk 
County,  and  the  good  majority  of  business  persons  and  residents  of  Long  Island.  Au- 
thorization of  this  project  will  help  alleviate  the  Judicial  Space  Emergency  in  the 
Eastern  District  and  will  provide  greater  and  more  secure  judicial  access  to  all  Long 
Islanders.  I  know  of  no  one  who  does  not  support  this  project.  I  know  of  no  one  who 
does  not  agree  that  it  should  be  a  top  priority  of  the  Federal  Government. 

Today,  6  years  from  the  time  the  Judicial  Space  Emergency  was  declared,  every- 
thing is  on  track  to  begin  the  construction  process  of  this  urgently  needed  court- 
house. It  is  within  reach.  We  should  not  let  this  opportunity  slip  away. 


Statement  of  Hon.  Rick  A.  Lazio,  U.S.  Representative  from  the  State  of 

New  York 

Mr.  Chairman  and  subcommittee  members,  thank  you  for  the  opportunity  to  sub- 
mit testimony  today  about  a  vitally  important  project  for  the  2.5  million  people  on 
Long  Island,  the  Central  Islip  Federal  Courthouse.  Because  the  House  suocommit- 
tee  I  chair  is  having  a  mark-up  this  morning,  I  cannot  be  here  in  person.  However, 
I  deeply  appreciate  the  willingness  of  Senator  Warner  and  the  other  members  of 
this  subcommittee  to  consider  authorization  legislation  in  a  timely  way  to  meet  this 
essential  need. 

I  commend  the  subcommittee  for  its  efforts  to  ensure  the  public's  money  is  well 
spent  on  public  construction  projects  and  its  efforts  to  get  the  courts  and  the  Gen- 
eral Services  Administration  (GSA)  to  set  priorities.  The  two  courthouse  projects  for 
the  Eastern  District  of  New  York — Central  Islip  and  Brooklyn — are  unique  among 
the  public  building  projects  you  are  reviewing  in  that  they  have  been  declared  the 
top  priority  by  the  courts.  Both  also  have  been  listed  as  priorities  by  GSA. 

The  Central  Islip  Courthouse  and  its  companion  in  Brooklyn  were  designed  to  ad- 
dress the  problems  of  the  only  "space  emergency"  in  our  nation  declared  by  the  Ju- 
dicial Conference  of  the  United  States.  That  "space  emergency"  for  the  Eastern  Dis- 
trict of  New  York,  was  first  declared  in  1989,  renewed  in  1992  and  continues  to  this 
day.  This  "space  emergency"  declaration  is  unique  in  that  this  is  the  only  time  the 
Judicial  Conference  has  ever  taken  such  an  action,  making  the  Eastern  District  of 
New  York  the  number  one  space  and  facilities  priority  in  the  entire  Federal  judicial 
system. 

Senator  Warner,  as  you  have  noted  in  the  past,  there  is  a  dire  need  for  the 
Central  Islip  Courthouse.  The  growth  of  cases  filed  in  the  Eastern  District  of  New 
York  has  skyrocketed,  and  it  now  faces  the  heaviest  case  load  in  the  history  of  the 
district.  Unfortunately,  the  court's  facilities  have  not  kept  pace.  The  Central  Islip 
Courthouse  would  consolidate  110,000  square  feet  of  leased  space  split  between  five 
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locations  on  Long  Island.  The  current  situation  has  led  to  an  inefficient  and  dan- 
gerous working  environment  for  the  operations  of  the  court  system. 

Many  of  these  rented  spaces  lack  even  rudimentary  security  protection  and  have 
been  described  by  the  district's  chief  judge  as  a  calamity  waiting  to  happen.  The 
chief  judge  says  attempting  to  provide  suitable  security  for  menibers  of  the  court 
family  in  five  scattered  Long  Island  court  locations  is  "inefficient,  expensive  and  in- 
adequate," and  calls  it  a  "security  nightmare." 

Prisoners  are  routinely  escorted  through  public  hallways  and  mix  with  judges  and 
members  of  the  public.  Some  of  these  rented  facilities  don't  have  bullet-resistant 
glass  or  bomb-resistant  features,  and  some  lack  x-ray  machines  and  metal  detectors. 
One  Long  Island  judge  sits  at  a  temporary  courtroom  in  a  former  IRS  center  in 
Brooklyn  which  was  bombed  in  the  1980s  by  a  Puerto  Rican  revolutionary  group, 
blowing  out  all  the  windows.  Chambers  anci  jury  deliberation  rooms  are  at  street 
level  with  windows  facing  the  public  sidewalk  a  few  feet  away.  The  courtrooms  in 
this  facility  have  structural  pillars  that  block  views  of  jurors,  defendants,  lawyers, 
witnesses  and  judges.  The  glass  entrance  at  the  court's  facilities  in  Uniondale  was 
shattered  by  an  angry  litigant. 

Three  additional  judges  have  been  authorized  by  the  Judicial  Conference  for  the 
Eastern  District,  but  when  confirmed,  there  currently  will  be  no  place  to  put  them. 
The  space  rented  by  the  court  at  Hauppaugue  has  gone  into  receivership,  where, 
ironically,  it  has  been  assigned  to  one  of^  the  judges  sitting  there.  The  district's  seven 
bankruptcy  judges  are  scattered  in  three  separate  locations  and  all  magistrates' 
courtrooms  are  substandard  and  lack  accommodations  for  juries. 

Unless  the  Central  Islio  Courthouse  is  completed  by  the  year  2000,  the  Eastern 
District  will  be  short  by  225,000  occupiable  square  feet  on  Long  Island  while  making 
do  with  temporary,  inefficient,  costly  and  dangerous  rented  facilities. 

The  Central  Islip  Courthouse  is  not  a  "Taj  Mahal."  Unlike  some  other  Federal 
courthouse  projects,  GSA  tells  me  the  adjusted  cost  per  square  foot  of  the  Central 
Islip  Courthouse  is  right  on  target  with  the  GSA  average  $170  per  square  foot  for 
similar  high-rise  courthouse  projects.  The  courthouse  will  be  cost  effective,  saving 
taxpayers  large  amounts  now  paid  for  rent.  Not  only  will  it  consolidate  the  Federal 
court  on  Long  Island,  it  will  house  other  Federal  offices,  including  agencies  of  the 
Defense,  Labor,  Treasury  and  Justice  Departments. 

The  project  received  its  initial  Federal  funding  in  FY93  when  $5.2  million  was  au- 
thorized by  the  House  and  Senate  Public  Works  Committees  and  appropriated  for 
'site  acquisition.  Saving  Federal  taxpayers  over  $10  million  in  site  acquisition  costs, 
Suffolk  County  (my  home  county)  also  donated  22  of  the  24.7  acres  for  the  site. 

In  August  1994,  the  Suffolk  County  Legislature  authorized  the  issuance  of  $2.92 
million  in  serial  bonds  to  cover  the  county's  cost  of  real  property  acquisitions  and 
construction  costs  associated  with  this  project. 

Suffolk  County  has  paid  $2.4  million  to  move  675  parking  places  on  five  acres  at 
its  Cohalan  Court  Complex  to  make  room  for  the  new  Federal  facility,  slated  to  be 
built  next  to  it.  Suffolk  also  will  spend  another  $130,000  to  reline  the  parking  lot 
and  move  a  well  for  a  reflecting  pool  in  front  of  the  county  courthouse. 

In  1993  the  courthouse  was  included  in  the  GSA's  "Time-Out  and  Review."  Upon 
completion  of  this  review  in  February  1994,  it  was  recommended  that  construction 
of  this  facility  proceed.  This  was  followed  by  an  appropriation  of  $23.2  million  in 
the  FY95  Treasury,  Postal  Appropriations  bill,  the  first  Federal  appropriation  for 
the  construction  phase.  President  Clinton  recommended  $189  million  in  his  FY96 
budget  to  complete  construction  of  the  Central  Islip  Courthouse.  The  House  and 
Senate  conferees  to  the  FY96  Treasurv,  Postal  Appropriations,  have  agreed  to  this 
figure,  but  have  said  construction  could  not  begin  until  the  courthouse  is  fully  au- 
thorized. 

GSA  says  approximately  $11.3  million  in  Federal  funds  already  have  been  spent 
on  the  Central  Islip  Courthouse,  more  than  five  percent  of  the  total  project  cost.  The 
design  contract  was  awarded  in  December  1992  and  it  has  been  fully  conipleted. 
Central  Islip  Courthouse  is  scheduled  for  construction  contract  signing  this  Decem- 
ber. A  delay  in  authorizing  the  courthouse  could  result  in  GSA  having  to  go  through 
a  re-procurement  process  for  the  construction  contractor,  which  would  postpone  its 
construction  as  much  as  eight  months  and  significantly  increase  its  costs. 

Consultants  to  GSA  Region  II  estimate  the  current  local  construction  industry  in- 
flation rate  is  2.34%.  Accordingly,  a  one-year  delay  of  the  Central  Islip  Courthouse 
would  add  approximately  $4.8  million  to  the  project's  total  cost.  Every  month  of 
delay  will  cost  taxpayers  an  additional  $403,000,  over  $13,400  per  day.  These  fig- 
ures do  not  include  the  approximately  $4  million  per  vear  che  Federal  government 
pays  to  rent  facilities  that  will  be  replaced  by  the  courtnouse. 

Mr.  Chairman,  time  is  of  the  essence.  Any  delay  in  building  the  Central  Islip 
Courthouse  will  exacerbate  the  already  dangerous  and  overcrowded  situation  in  the 
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Eastern  District  of  New  York  and  increase  the  overall  project  cost.  I  urge  the  Sub- 
committee to  recognize  the  special  circumstances  that  justify  the  Central  Islip  Fed- 
eral Courthouse  and  move  quickly  to  fully  complete  its  authorization.  I  hope  you 
will  agree  that  since  this  project  already  has  been  named  a  priority  by  the  courts 
that  you  might  find  a  way  to  let  it  move  forward.  Thank  you,  again,  for  this  oppor- 
tunity to  submit  this  statement  for  the  record.  My  staff  and  I  would  be  happy  to 
respond  to  any  questions  you  or  the  subcommittee  might  have. 

Senator  WARNER.  Mr.  Johnson,  please  proceed. 

STATEMENT  OF  HON.  ROGER  W.  JOHNSON, 
GENERAL  SERVICES  ADMINISTRATOR 

Mr.  Johnson.  Thank  you,  Mr.  Chairman.  And  I  appreciate  being 
with  you  again. 

As  you  know,  one  of  the  major  responsibilities  Congress  has 
given  the  GSA,  of  course,  is  to  ensure  that  its  Federal  buildings  are 
properly  assessed  as  to  need,  and  then  properly  designed,  and  put 
in  place  through  a  cost-effective  and  timely  process.  We've  taken 
this  very  seriously  since  we  came  to  the  agency. 

When  I  first  arrived,  to  put  this  in  some  perspective,  there  were 
some  overall  trends  that  were  pretty  apparent.  One,  the  office 
space  needs  of  the  Federal  Government  were  declining.  Clearly, 
with  downsizing,  the  office  space  needs  of  the  past  probably  should 
shrink. 

On  the  other  hand,  the  need  for  courts,  for  a  lot  of  reasons,  was 
going  up.  There  was  one  common  thread,  though,  the  programs 
were  all  under  attack.  The  Federal  buildings  program  was  under 
attack  from  Congress,  from  the  press,  from  all  over  the  place,  hav- 
ing to  do  with  its  costs,  having  to  do  with  the  schedules  and  with 
quality. 

So  we  began  a  series  of  short  term  and  long  term  actions.  First 
of  all,  by  calling  for  a  "time  out  and  review"  of  some  200  projects, 
including  courts  around  the  country.  We  reviewed  those  particular 
projects  specifically  for  effectiveness,  efficiency  and  need.  The  re- 
sult— $1.3  billion  was  reduced  from  what  otherwise  was  going  to  be 
$8  billion. 

In  addition  to  that,  we  learned  a  lot  of  lessons.  I'll  speak  to  that 
in  a  second. 

We  also  took  action  and  said  there  would  be  no  net  new  office 
space.  We  could  have  new  office  space,  but  it  would  have  to  be  off- 
set by  reduced  space  elsewhere.  Recently,  we  affirmed  that  commit- 
ment in  going  one  step  further  by  putting  a  freeze  on  all  lease  re- 
newals. The  freeze  is  temporary,  until  we  see  the  budget  dust  set- 
tle. 

On  a  longer  term  basis,  we  began  a  process  within  the  GSA  of 
a  5  and  10  year  planning  process  across  the  country.  Each  region, 
working  with  its  customers,  determining  needs,  with  particular 
focus  on  how  needs  in  the  future  could  be  best  served  in  the  light 
of  fewer  people. 

I  think  we're  going  to  have,  if  we  can  get  ourselves  some  lease 
conversion  scoring  changes,  an  opportunity  to  save  several  billions 
of  dollars  in  the  next  few  years  by  collapsing  rental  space  back  into 
Government-owned  space.  In  some  cases,  we  can  possibly  acquire 
leased  space  at  less  cost  than  renting  it. 

We  began  to  review  through  our  business  lines  all  of  the  different 
processes.  We  reviewed  the  PBS  organization,  and  that  has  re- 
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suited  in  a  variety  of  improvements  in  the  buildings  process. 
Courts  in  this  period  took  a  particular  and  separate  path.  Because 
unlike  office  buildings,  the  courts  of  our  Nation  unfortunately  are 
a  growth  industry.  Crime  is  up,  and  the  Congress  has  asked  the 
courts  to  take  a  larger  role.  There's  no  question  in  our  minds  that 
court  construction  was  a  different  issue. 

Although  they  were  also  under  particular  attack,  we've  made  a 
great  deal  of  progress.  For  example,  this  is  the  U.S.  Courts  Design 
Guide,  which  2V2  years  ago  I  believe  had  a  great  deal  of  disagree- 
ment in  it,  between  ourselves  and  the  courts,  etc.  I  think  today  it's 
fair  to  say  that  there's  a  high  degree  of  agreement,  at  least  be- 
tween the  GSA  and  the  courts.  A  lot  of  work  has  gone  on  there. 

However,  I  would  point  out  that  this  has  a  fundamental  premise 
to  it,  and  that  is  that  courts  are  different.  A  courthouse  and  a 
courtroom  is  not  an  office  building.  Once  you  accept  that  premise 
and  then  begin  to  work  with  the  detailed  designs,  you  have  inher- 
ent added  costs,  because  courts  are  different.  There  are  some  peo- 
ple, I  think,  who  may  disagree  with  that  basic  premise. 

It  is  one  of  the  reasons  I  have  suggested  that  we  put  together 
a  group  of  all  interested  parties  to  see  if  we  can't  come  to  grips 
with  that  issue.  Because  a  design  guide  of  course  drives  all  costs. 
If  there  is  substantial  disagreement  with  a  design  guide,  then  ev- 
erything subsequent  to  that  will  be  subject  for  attack. 

I  think  this  kind  of  attack  comes  at  a  particularly  bad  time.  Be- 
cause the  Federal  worker  who  I  think,  Mr.  Chairman,  is  as  good 
as  any  I  know,  is  doing  their  very  best  in  the  court  systems,  and 
inside  GSA,  to  implement  effective  designs  and  cost  effective  build- 
ings. However,  it  gets  very  disheartening  when  they  believe  they 
are  doing  what  they're  told  and  continually  get  attacked.  Some- 
times I  think  without  any  foundation  at  all.  So  that's  a  problem. 
It's  also  a  problem,  I  think 

Senator  Warner.  Let  me  interrupt.  The  Senate  Governmental 
Affairs  Committee,  will  conduct  a  hearing  on  the  oversight  of  court- 
houses on  November  8,  at  which  time  a  GAO  study  will  be  re- 
leased, which  examines,  we're  told,  about  47  projects.  We  can  as- 
sume that  this  study  will  reveal  more  insight  onto  the  waste  and 
also  on  the  lack  of  prioritization.  So  this  issue  is  being  examined 
by  two  Senate  committees. 

Mr.  Johnson.  Yes,  sir.  I  understand,  some  on  the  House  side  as 
well. 

The  other  problem  I  think,  although  criticism  is  obviously  some- 
thing that  we  live  with  here,  is  that  these  critical  reports,  many  of 
them  have  to  do  with  past  history.  Courthouses  are  pretty  easy  tar- 
gets. We  have  made  great  progress  in  the  last  3  years,  I  think.  And 
the  reports  don't  make  any  distinction. 

It  also  comes  at  a  time  when  I  think  our  country  has  lost  faith 
in  a  lot  of  its  Government  institutions.  And  it  does  no  one  any  good 
to  have  our  judiciary  held  up  as  just  another  case  of  waste,  fraud, 
and  abuse.  So  I  think  it's  very  critical  that  we  come  to  terms  with 
these  issues  and  get  closure. 

We  have  made  great  progress  in  the  design  guide.  Before  the  de- 
sign guide  gets  implemented,  of  course,  we  have  a  process  of  plan- 
ning. That  has  to  do  with  defining  what  courts  are  necessary, 
where  they  should  be,  how  big  they  should  be,  how  long  they 
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should  be  designed  for,  and  finally,  which  ones  are  more  important 
than  others — the  issue  of  prioritization. 

Although  we've  made  good  progress  in  that  area  as  well,  Senator, 
I  think  we  still  have  holes  in  the  process,  particularly  as  it  has  to 
do  with  prioritization  and  responsibility  for  prioritization.  GSA 
eventually  has  that  responsibility,  you've  given  it  to  us,  and  we 
don't  shirk  it. 

But  I  would  suggest  to  you,  as  in  a  lot  of  things,  it  would  be 
much  better  if  we  had  the  courts  doing  that  prioritization.  They 
know  best,  I  think,  what  their  needs  are  and  which  ones  are  impor- 
tant. There  are  some  other  particulars  around  the  design  process, 
planning  process,  that  I  think  we  should  improve. 

On  the  other  side  of  the  design  guide,  of  course,  is  the  question 
of  what  does  the  design  actually  cost.  Once  you've  planned  it,  and 
you've  now  designed  it,  now  what  are  the  costs.  We  have  made 
good  progress  there  by  developing  benchmarks.  They  were  not  in 
place  when  we  came.  They  take  the  design  guide,  which  of  course 
drives  the  basis  of  this,  but  then  categorizes  it. 

Now,  there  will  be  differences.  Because  a  courthouse  in  one  part 
of  the  country  will  cost  differently  from  another  part  because  of 
labor  rates,  etc.  Obviously,  one  story  courthouses  cost  less  than 
three  story  courthouses,  etc.  So  benchmarks  list  a  set  of  design 
guidelines  converted  to  costs.  I  think  there  is  general  agreement 
amongst  most  of  the  involved  parties  as  to  the  validity  of  these 
guidelines,  although  there  isn't  complete  agreement. 

I  am  concerned  that  at  times  it  seems  when  it  suits  people  they 
agree  with  benchmarks,  and  when  it  doesn't,  they  don't.  I  think  we 
do  need  a  set  of  guidelines,  design  guidelines,  cost  guidelines,  and 
planning  guidelines.  All  the  three  interested  parties,  which  does 
make  this  more  complex,  certainly,  because  we  have  all  three  of 
our  constitutionally  identified  branches  of  Government  involved, 
should  say  at  one  point,  yes,  those  guidelines  make  sense. 

Therefore,  the  output  from  the  suggestions  of  the  group  I've  rec- 
ommended we  put  together  would  be  a  list  of  guidelines  having  to 
do  with  each  of  these  phases,  and  that  we  have  all  said,  we  agree 
that  they  are  sensible.  And,  if  projects  don't  fall  in  those  categories, 
they  don't  meet  those  guidelines,  then  the  burden  of  proof  rests 
with  the  requestor.  It  will  be  a  difficult  burden  of  proof  to  dem- 
onstrate why  the  guidelines  don't  apply. 

Also  such  that  as  we  go  through  the  process  and  we  finish  it,  if 
criticisms  arise,  we  do  have  a  place  to  return  to,  and  we  can  say, 
well,  were  the  guidelines  violated  in  that  process?  Were  the  design 
guidelines  changed?  Were  they  added  to?  If  not,  then  the  criticism, 
although  it  still  would  come,  has  a  reasonable  defense.  This  is  im- 
portant for  those  who  worked  so  hard  in  this  process  to  try  to  make 
it  effective. 

One  of  the  more  controversial  things  I  have  suggested  is  that  to 
accomplish  this,  we  bring  the  three  branches  together  with  GSA 
chairing.  Incidentally,  the  reason  I  suggest  we  chair  it,  of  course, 
is  that  I  can't  duck  that  responsibility.  You  have  given  that  respon- 
sibility to  us,  and  we  have  to  reach  closure  one  way  or  another.  I 
believe  from  my  experience  that  when  you  try  to  bring  together 
groups  of  people  with  differing  views,  there  needs  to  be  some  incen- 
tive or,  if  you  will,  penalty,  for  not  coming  to  closure. 
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So,  I  have  suggested  that  possibly  during  this  period  we  stop  new 
courthouses  from  going  forward  until  there  is  a  concurrence.  A  var- 
iation of  that,  Senator,  and  I'm  very  open  to  any  alternative  here, 
might  be 

Senator  Warner.  That's  something  we'll  have  to  decide.  There 
may  be  jurisdictions  in  America  where,  no  matter  how  egregious 
the  design  may  be,  that  court  is  absolutely  essential.  Those  are  fac- 
tors that  the  Congress  has  to  weigh  in  on. 

Mr.  Johnson.  I  don't  think  that  any  of  the  courts  that  we've 
looked  at  are  not  needed.  So  that's  very  true. 

I  would  expect  that  this  kind  of  delay,  since  we've  made  great 
progress  in  most  of  the  complex  areas,  would  not  be  a  long  one.  My 
own  mind  is  60  to  90  days.  So  I'm  not  talking  about  a  very  long 
period  at  all.  I  think  too  long  a  period  kind  of  defeats  the  objective. 

But  I  think.  Senator,  my  objectives  are  quite  simple.  And  they 
are  to  get  closure  on  what  I  think  is  a  very  critical  issue,  to  give 
the  people  involved — from  the  courts,  the  Congress,  and  the  Ad- 
ministration, and  the  GSA — a  solid  set  of  guidelines  so  that  they 
have  a  reasonable  expectation  that  if  they  are  followed  and  if  they 
are  met  that  then  we  will  have  succeeded  in  doing  the  job  that 
we're  all  looking  for. 

I  think  it  is  a  situation  we  cannot  allow  to  continue — where  there 
are  guidelines,  where  there  are  approaches  that  we  tell  our  people 
to  take,  and  when  they  finish  them,  they  are  still  subject  to  all 
kinds,  of  what  I  think  in  most  cases  is,  unwarranted  criticism. 

I'm  open  for  comments  or  questions. 

Senator  Warner.  I'm  going  to  do  two  things.  I'm  going  to  very 
briefly  ask  one  or  two  questions  and  then  I'm  going  to  ask  you  to 
remain  so  that  you  can  have  the  benefit  of  testimony  to  be  given 
by  the  next  panel. 

Given  that  the  Governmental  Affairs  Committee  is  going  to  hold 
a  hearing  on  November  8,  I  don't  in  any  way  want  to  try  to  get 
out  ahead  of  them.  But  you  do  have  some  knowledge  of  that  GAO 
report,  I  would  presume,  do  you  not? 

Mr.  Johnson.  Yes. 

Senator  Warner.  Could  you  just  describe  in  some  measure  the 
problems  of  the  past  that  have  been  encountered  in  terms  of  some 
waste  and  inefficiency?  Maybe  not  designating  the  specific  projects, 
but  just  some  quantity.  Can  we  quantify  in  general  terms? 

Mr.  Johnson.  Well,  I  think  we  can — yes.  Let  me  try  it  a  couple 
of  different  ways. 

In  a  very  specific  sense,  and  I  don't  have  these  numbers  with  me, 
but  I  will  have  them  in  the  next  week,  the  cost  per  square  foot  of 
courthouses  prior  to  the  initiation  and  good  work  we've  done  with 
the  courts,  was  significantly  higher  than  it  is  today.  So  the  bottom 
line  is  there  were  things  going  on  that  apparently  were  causing 
costs  to  be  too  high.  That's  one  issue. 

In  addition  to  that,  I  think  we  have  a  situation  where  the  court- 
house projects  themselves,  in  prior  periods,  were  under  great  influ- 
ence of  individual  justices.  The  courts  have  done  a  good  job 

Senator  Warner.  You  mean  particular  jurists  got  into  the 
micromanaging  of  the  design  of  the  courthouse? 

Mr.  Johnson.  Yes.  We  have  had  discussions  with  our  people  in 
the  field  at  GSA,  and  I  think  understandably,  people  in  regions  of 
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the  General  Services  Administration  have  a  bit  of  practical  reluc- 
tance to  take  on  a  Federal  judge  if  he  gets  very  serious  about  a 
particular  issue.  And  they  were  not  given  support,  I  think,  from 
their  senior  management. 

We  have  changed  that,  and  it  is  my  understanding,  when  those 
issues  come  up,  they  are  told  to  come  to  us  or  at  least  through  the 
PBS  chain  of  command,  then  management  will  take  responsibility 
and  essentially  take  the  people  off  the  hot  plate  locally  and  discuss 
the  issues  with  the  judges  themselves. 

I  think  that  courthouses  in  general  are  an  easy  target  for  politi- 
cal attack.  They're  easy  targets  for  press.  So  when  you  compound 
the  fact  that  there  probably  were  excesses,  for  whatever  reason, 
with  the  fact  that  they  are  easy  targets,  you  get  an  atmosphere  of 
high  publicity,  an  atmosphere  of  attack  and  therefore  an  atmos- 
phere of  defensiveness  on  the  part  of  people  involved  in  the  proc- 
ess. And  the  minute  you  get  people  under  attack  and  defensive 
about  a  process,  then  progress  really  stops.  Because  folks  start  to 
back  away,  look  for  cover  and  try  to  defend  themselves. 

So  the  whole  process,  I  think,  was  very  debilitating  from  that 
standpoint.  What  we've  tried  to  do  is  to  bring  it  back  to  a  factual 
issue,  sort  out  what  is  fact  from  what  is  just  emotion,  and  try  to 
deal  with  it  on  the  merits.  There  will  always  be  emotion  surround- 
ing this,  you  can't  avoid  that.  But  if  we  can  get  more  of  the  emotion 
out  and  a  lot  more  facts  in  place,  I  think  the  process  will  be  much 
more  efficient  for  all  people  concerned. 

Senator  Warner.  Could  you  quantify  the  remaining  disagree- 
ment that  you  feel  exists  between  your  office  and  the  Administra- 
tive Office  of  the  Courts  on  this  design?  You  have  primary  respon- 
sibility, yet  they  have  a  very  special  expertise,  gained  through 
many  years  of  dealing  with  courthouses. 

Mr.  Johnson.  May  I  add  Congress  in  that  issue  also. 

Senator  Warner.  Sure. 

Mr.  Johnson.  In  terms  of  the  planning  process,  I  think  the 
courts  have  begun  to  take  a  good,  longer  term  view.  I  understand 
that  even  recently  they've  made  another  commitment  to  make 
longer  term  plans.  I  think  we  have  been  unable,  however,  so  far, 
to  get  specific  prioritization  from  them,  except  after  the  fact.  Obvi- 
ously, the  courts  will  say,  once  the  Congress  has  decided,  they 
agree  or  not  with  the  prioritization  of  what's  been  done.  So  the 
issue  of  who's  responsible  for  prioritization  is,  I  think,  a  major 
issue. 

Regarding  the  design  guide,  Senator,  this  book  describes  what  a 
courthouse  should  look  like,  and  what  a  courtroom  should  look  like, 
I  think  the  courts  and  GSA  are  in  essential  agreement.  There  are 
some  minor  difficulties  there.  That  is  why  I've  asked  that  we  bring 
Congressional  staff  in.  I  think  the  disagreement  may  be  within 
Congress.  There  are  committees  in  the  House  looking  at  the  design 
guide,  or  calling  for  complete  reviews  of  it.  So,  we  have  the  Con- 
gress disagreeing,  possibly,  with  the  design  guide. 

When  it  comes  to  the  cost  per  square  foot,  I  think  now  everyone 
has  some  disagreement,  because  it  runs  to,  whether  you  agree  with 
the  design  guide  or  not.  We're  comfortable  with  these  benchmarks. 
I  think  the  courts  are. 
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Senator  Warner.  Let  me  proceed  to  a  separate  subject.  You  and 
I  discussed  the  fact  that  the  President  personally  is  taking  an  in- 
terest in  this  question  of  security  of  Government  buildings,  and  in- 
deed, significantly  within  that  category,  courthouses.  To  what  ex- 
tent can  you  advise  the  Senate  this  morning  on  the  progress  of  this 
Administration  internal  review  on  the  subject  of  security  of  Gov- 
ernment buildings,  and  particularly  concerning  Federal  court- 
houses? 

Mr.  Johnson.  I'd  like  to  preface  my  comments  by  saying  that  the 
findings  are  only  fresh  within  the  last  day  or  two.  They  obviously 
have  budget  implications.  The  Office  of  Management  and  Budget 
has  not 

Senator  Warner.  I  fully  understand  that  this  is  an  evolving 
process  within  the  Administration.  And  I'm  just  seeking  such  ad- 
vice as  you  can  give  us. 

Mr.  Johnson.  It  looks  to  me  from  the  results  that  we  have  that 
we  are  going  to  be  looking  at  a  significant  increase  in  security 
around  our  Federal  buildings,  including  courthouses.  This  comes 
from  the  studies  that  the  President  asked  us  to  make,  plus  some 
internal  work  we've  done.  We  now  have  back  from  more  than  400 
Level  4  buildings,  those  judged  to  be  highest  risk,  the  reports  and 
recommendations  from  security  committees  who  were  put  together 
for  each  of  them. 

Senator  Warner.  Does  this  include  courthouses? 

Mr.  Johnson.  This  includes  courthouses,  yes,  sir. 

Independent  and  in  parallel  with  that,  we  had  internally  asked 
Booz  Allen  to  take  a  look  at  certain  security  issues.  Both  of  those 
reports  came  to  us  pretty  much  simultaneously  and  I  was  pleased 
that  they  both  independently  came  to  roughly  the  same  conclu- 
sions. 

I  would  like  to  point  out.  Senator,  that  GSA  is  responsible  for  a 
lot  of  buildings.  But  relatively  few  as  a  percentage  of  the  total.  So 
on  this  issue  of  security,  what  I  will  be  recommending  is  that  we 
broaden  out  the  reviews.  The  President  has  asked,  directed,  that  I 
chair  an  interagency  security  committee.  We  have  responsibility  for 
approximately  7,300  buildings.  The  Federal  Government,  non-mili- 
tary, has  over  100,000  buildings. 

So  there  are  a  whole  bunch  of  buildings  that  are  in  control  of 
particular  agencies.  I'm  going  to  be  chairing  and  asking  that  the 
security  review  process  be  forwarded  through  all  of  those.  In  fact, 
that's  part  of  the  DOJ  recommendations. 

So  comments  I'm  making  to  you  have  to  do  with  just  these  7,000 
buildings,  only  400  of  which  we  have  gone  through  in  detail.  We 
also  have  level  one,  two  and  three  buildings,  whose  reports  are  not 
due  until  January.  The  results  of  these  studies  show  that  we  would 
probably  want  to  add  somewhere  in  the  neighborhood  of  500  Fed- 
eral protection  officers  and  somewhere  in  the  neighborhood  of  2,200 
additional  guards.  We  also  would  want  to  add  about  $70  million  of 
capital.  This  would  have  to  do  with 

Senator  Warner.  Seventy  million  dollars  of  capital  improve- 
ments? 

Mr,  Johnson.  This  has  to  do  with  security. 

Senator  Warner.  Sure. 

Mr.  Johnson.  Capital,  metal  detectors. 
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Senator  Warner.  No,  I  understand. 

Mr.  Johnson.  We  have  gone  through  the  buildings  and  looked  at 
other  measures  we  might  take  so  that  we  don't  pour  money  into 
a  problem  if  there  are  other  solutions  to  it.  For  example,  we've 
looked  at  all  the  entrances  and  egresses  of  buildings  and  in  some 
cases,  are  closing  them  down.  In  many  cases  we  will  keep  closed 
a  lot  more  on  the  second  and  third  shifts  of  a  building  than  we  do 
on  the  first  shifts.  So  there's  a  lot  of  work  going  on  to  make  sure 
that  these  requirements  were  not  excessive. 

Senator  Warner.  Do  you  need  any  special  relief  in  the  current 
legislation?  Would  you  like  the  authorization  of  an  account  some- 
where on  which  you  can  begin  to  draw?  I  think  time  is  of  the  es- 
sence here  to  address  these  security  problems.  Hopefully  the  Ad- 
ministrator of  the  Courts  will  likewise  address  this  issue. 

Mr.  Johnson.  We  made  recommendations  to  Office  of  Manage- 
ment and  Budget,  and  they  have  to  do  with  the  1996  and  1997  ex- 
penditures. Now,  the  minute  I  move  into  the  budget  area,  I'm  into 
a  different  realm.  So  what  I  advise  is  that  there  is  significant  addi- 
tional moneys  needed  in  1996  and  1997  to  implement  this  security 
plan.  I  think  there  is  a  need  to  do  it  very  quickly. 

Senator  Warner.  Do  you  know  of  any  need  for  this  committee  to 
do  some  special  authorization  to  make  sure  those  funds  are  avail- 
able for  the  earliest  possible  expenditure  in  the  next  fiscal  year? 

Mr.  Johnson.  Maybe  so.  I  think  I  would  defer  to  let  0MB  have 
a  first  crack  and  then  see  if  we  can 

Senator  Warner.  Well,  I'm  asking  you  to  come  back  to  the  com- 
mittee personally  and  address  that  issue. 

Mr.  Johnson.  We'll  do  that. 

Senator  WARNER.  Because  I'm  certain  the  chairman  and  our  dis- 
tinguished ranking  member — we're  talking  about  courthouse  secu- 
rity and  Government  buildings  security 

Senator  Baucus.  Yes. 

Senator  Warner  [continuing].  Will  make  every  effort  to  give  the 
President  such  support  as  he  may  require. 

Mr.  Johnson.  Thank  you. 

Senator  Warner.  All  right.  Senator  Baucus,  Administrator  John- 
son has  finished  his  statement,  and  we're  about  to  proceed  to  the 
second  panel.  Would  you  like  to  perhaps  have  an  opening  state- 
ment? 

OPENING  STATEMENT  OF  HON.  MAX  BAUCUS, 
U.S.  SENATOR  FROM  THE  STATE  OF  MONTANA 

Senator  Baucus.  Just  briefly,  Mr.  Chairman. 

I  want  to  commend  both  you  and  Administrator  Johnson.  I  think 
you're  onto  something.  Essentially,  to  get  a  little  more  order  into 
courthouse  construction,  and  set  some  priorities  to  be  sure,  better 
assured,  that  the  courthouses  that  we  need  to  construct  and  lease 
and  build  in  our  country  are  sufficient,  that  is,  they  have  the  maj- 
esty that's  befitting  a  courthouse,  at  the  same  time,  they're  not  pa- 
latial. Sometimes  that's  a  difficult  balance  to  strike.  But  it's  a  very 
important  goal  to  pursue. 

Mr.  Chairman,  the  newly  constructed  courthouse  in  Alexandria 
in  your  State  is  a  good  example.  It  has  the  proper  grandeur  and 
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majesty  of  a  courthouse  we  want  to  have  in  our  country,  but  it  also 
is  one  that's  not  palatial.  There's  neither  extravagance  nor  waste. 

I  also  believe  very  strongly  that  the  Administrative  Office  of  the 
Courts  has  to  do  a  better  job  meeting  the  deadlines  that  it  said  it's 
going  to  meet.  I  know  that  you,  Mr.  Johnson  and  also  you,  Mr. 
Chairman,  are  attempting  moving  in  that  direction. 

I  believe  that  legislation  is  necessary  for  several  reasons.  It  does 
set  standards  in  the  law  so  that  everyone  involved  knows  what  the 
standards  are  and  what  the  procedures  should  be.  Second,  the  law 
will  enable  us  to  move  more  quickly  to  meet  the  needs  of  some 
States  and  some  regional  centers  where  the  demand  for  courthouse 
construction  is  quite  acute. 

I  think  that  we  must  put  the  horse  before  the  cart.  First  we  need 
legislation  and  proper  standards,  so  that  then  we  can  construct  the 
courthouses,  and  get  the  job  done.  I  commend  you,  again,  Mr. 
Chairman,  for  the  efforts  you're  undertaking  to  try  to  resolve  this 
in  a  fair  way. 

Mr.  Johnson,  you  have  done  a  great  job  over  at  GSA  and  I  com- 
mend you  for  it.  And  I  just  hope  we  can  move  very  expeditiously 
and  get  this  passed  so  that  we  can  then  get  on  with  the  proper  con- 
struction of  courthouses. 

Senator  Warner.  Senator  Baucus,  thank  you  very  much.  Your 
insight  and  help  on  this  is  going  to  be  a  major  contribution  as  we 
do  establish  a  policy. 

Administrator  Johnson,  now  that  Senator  Baucus  is  here,  when 
you  return,  I  will  ask  you  questions  about  the  six  courthouses  in 
the  1995  bill,  and  seek  from  you  such  guidance  as  you  may,  to- 
gether with  your  colleagues,  confer  here  momentarily,  you  can  give 
us.  Because  Senator  Baucus  and  I  and  the  balance  of  the  commit- 
tee have  to  address  that  issue. 

So  have  you  got  a  list  of  them,  or  I  can  give  you  this. 

Mr.  Johnson.  We'll  make  sure  we  have  the  same  ones  you  do. 

Senator  Baucus,  I  thank  you  for  mentioning  the  Alexandria 
courthouse.  I'm  going  to  be  very  honest,  I  was  there  on  a  cold, 
windy  day  to  spade  out  the  traditional  shovel  full  of  earth  and 
throw  it  into  the  atmosphere.  And  now  that  I'm  more  aware  of  the 
expenditures  of  a  courthouse,  I  became  concerned  as  to  whether 
one  that  I  had  some  participation  in  fell  within  the  category  of 
meeting  less  than  good  cost  standards.  I'm  reassured  this  morning 
by  the  Director  of  the  Administrative  Office  of  the  Courts  in  a  let- 
ter that  the  Alexandria  courthouse  does  meet  current  criteria. 

Mr.  Johnson,  we  may  have  additional  questions  for  you  to  an- 
swer. 

[Responses  by  Administrator  Johnson  to  additional  questions:] 

Responses  by  Administrator  Johnson  to  Additional  Questions  by  Senator 

Chafee 

Question  1:  The  recent  GSA  Inspector  General's  (IG)  Report  points  to  several  ex- 
amples where  GSA  has  agreed  to  meet  client  agencies'  requests  for  special  embel- 
lishments in  certain  projects.  For  instance,  the  Report  found  that  GSA  agreed  to 
modify  its  plans  for  one  Federal  building  to  accommodate  55  eating  places.  What 
is  GSA  doing  to  ensure  that  these  excessive  special  requests  are  not  granted  in  the 
future?  Can  we  in  Congress  do  anything  to  prevent  this  problem  in  the  future? 

Answer:  GSA's  Prospectus  Development  Studies  (PDS)  are  expected  to  fully  scope 
projects  and  identify  space  needs  and  required  building  features.  The  PDS  also  will 
distinguish  any  features  which  are  in  excess  of  GSA's  standards.  If  a  client  agency 
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requests  features  which  are  above  GSA's  standards,  such  features  would  not  be  al- 
lowed within  the  authorized  project  funds  and  would  be  considered  to  be  the  finan- 
cial responsibility  of  the  client  agency. 

In  addition,  the  benchmarking  program  which  GSA  has  initiated  has  established 
and  reinforced  budgetary  discipline.  GSA's  benchmarks  allow  comparison  of  a  pro- 
posed project  to  similar  projects  using  the  best  private  sector  practices.  This  cost 
management  initiative  sets  a  clear  standard  that  is  expected  to  limit  the  use  of  dis- 
cretionary funds  for  extra  building  features. 

Congressional  support  for  GSA's  PDS  and  benchmarking  processes  will  assist  in 
maintaining  budgetary  discipline.  In  addition,  at  the  hearing,  Judge  Cowen  agreed 
to  remind  members  of  the  Judiciary  of  the  need  to  adhere  to  the  U.S.  Courts  Design 
Guide  standards. 

Question  2:  Your  testimony  acknowledges  the  need  to  create  a  decisionmaking 
partnership  between  the  judiciary,  the  Congress  and  the  executive  branch  with  re- 
gard to  courthouse  construction.  At  the  present  time,  what  are  the  primary  obsta- 
cles that  prevent  such  an  inter-branch  advisory  panel  from  moving  forward? 

Answer:  Currently,  we  are  not  aware  of  any  insurmountable  obstacles  to  the  es- 
tablishment of  the  inter-branch  advisory  panel. 

Question  3:  Page  four  of  your  testimony  indicates  that,  at  the  present  time,  no 
commitment  has  been  made  to  the  process  of  prioritizing  courthouse  projects.  Why 
has  no  commitment  been  made  to  prioritization? 

Answer:  This  issue  appears  to  have  been  resolved  during  the  November  2,  1995, 
hearing  and  the  November  8,  1995,  hearing  before  the  Senate  Subcommittee  on 
Oversight  of  Government  Management,  Committee  on  Governmental  Affairs.  The 
Chairman  and  other  members  of  the  Subcommittee  on  Transportation  and  Infra- 
structure noted  that  the  Judiciary  is  the  most  appropriate  body  to  prioritize  court- 
house construction  projects,  since  it  has  the  expertise  and  data  for  the  necessary 
analysis. 

Judge  Cowen,  Chairman  of  the  Judicial  Conference  of  the  United  States'  Security, 
Space,  and  Facilities  Committee  testified  that  prioritization  is  a  two-phase  process. 
The  first  is  to  prioritize  the  projects  by  year.  A  5-year  plan  for  the  years  1996 
through  2000  was  approved  by  the  Judicial  Conference  at  its  September  1995  meet- 
ing. The  Judicial  Conference  also  committed  to  approving  similar  plans  in  the  fu- 
ture. 

The  second  phase  of  prioritization  is  to  rank  the  projects  within  any  given  year. 
Judge  Cowen  testified  that  the  Security,  Space,  and  Facilities  Committee  will  pro- 
vide the  Judicial  Conference  with  a  set  of  criteria  to  rank  projects  within  any  given 
year  and  a  proposed  prioritization  list  of  the  fiscal  year  1997  projects  using  those 
criteria;  these  wdll  be  considered  by  the  Judicial  Conference  at  its  March  1996  meet- 
ing. The  Judge  has  agreed  to  give  the  Congress  this  proposed  prioritization  list  in 
January  1996,  and  the  Judicial  Conference's  approved  fiscal  year  1997  prioritization 
list  in  March  1996. 

In  addition,  on  November  16,  1995,  the  Secretary  of  the  Judicial  Conference  of 
the  United  States  provided  the  Congress  with  a  prioritized  list  of  the  fiscal  year 
1995  and  1996  projects  in  accordance  with  an  agreement  reached  at  the  hearing. 

Senator  Baucus.  Mr.  Chairman,  I'm  sure  it's  already  been  men- 
tioned, if  not,  I  think  it's  worth  highlighting,  there's  another  rea- 
son, a  new  reason  we  have  to  pass  this  legislation  and  set  prior- 
ities. That  is,  the  budget  resolution  calls  for  a  30-percent  cut  in 
construction  of  public  buildings.  And  if  we're  going  to  cut  budgets, 
all  the  more  reason  to  prioritize. 

Senator  Warner.  Senator,  you're  quite  correct  on  that.  Of  course, 
you  as  a  member  of  the  Finance  Committee  have  a  major  part  of 
that  responsibility.  It's  not  an  easy  one  to  discharge. 

So  we'll  now  proceed  with  the  second  panel.  Mr.  Ralph  Mecham, 
Director,  Administrative  Office  of  the  U.S.  Courts;  the  Honorable 
Robert  E.  Cowen,  Chairman,  Judicial  Conference  Space  and  Facili- 
ties Committee,  Third  Circuit;  and  the  Honorable  Joel  S.  Gallay, 
Deputy  Inspector  General,  General  Services  Administration. 

Judge  Cowen,  would  you  like  to  lead  off? 
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STATEMENT  OF  HON.  ROBERT  E.  COWEN,  FEDERAL  JUDGE, 
THIRD  CIRCUIT  COURT  OF  APPEALS,  AND  CHAIRMAN,  U.S. 
JUDICIAL  CONFERENCE  COMMITTEE  ON  SECURITY,  SPACE 
AND  FACILITIES 

Judge  CowEN.  Yes,  I  would,  Mr.  Chairman. 

I'd  like  to  begin  today  by  stating  that  the  judiciary  is  not  operat- 
ing in  a  business  as  usual  mode. 

Senator  Warner.  I  wonder  if  you  might  just  pause  for  a  minute 
and  give  us  a  little  sketch  of  your  own  background,  before  you 
came  to  the  bench,  how  many  years. 

Judge  CowEN.  Certainly.  I  was  in  the  private  practice  of  law  for 
approximately  12  years.  Prior  to  entering  the  practice,  I  clerked  for 
a  judge  in  a  State  courthouse.  In  my  capacity  as  a  private  practi- 
tioner, I  appeared  extensively  in  the  State  and  Federal  courts.  I 
was  a  litigator,  as  the  word  is  properly  phrased. 

I  thereafter  was  an  assistant  prosecutor.  I  was  a  deputy  attorney 
general.  And  since  my  career  as  a  judicial  officer,  which  spans  ap- 
proximately 20  years,  I  have  been  at  every  level  of  the  Federal  ju- 
diciary except  the  Supreme  Court. 

So  that  I  with  some  modesty  would  say,  I  have  vast  experience 
in  what  the  trial  and  the  courthouse  scene  is  all  about.  I  do  not 
have  all  the  answers.  But  I  have  extensively  practiced  in  the  court- 
houses and  of  course,  I  am  in  constant  touch  with  other  judges  and 
have  many  friends  who  are  constantly  litigating  4  to  5  days  a  week 
in  the  courthouses.  We  believe  we  have  some  handle  on  exactly 
what  a  courthouse  should  look  like  and  how  it  should  be  built.  And 
I  should  add  however,  that  we're  always  learning,  Mr.  Chairman. 

Senator  Warner.  Well,  I  thank  you.  I  was  aware  of  your  back- 
ground, but  I  wanted  to  share  it  with  those  in  attendance  this 
morning.  Because  you  do  bring  a  very  impressive  background  of 
hands-on  experience  to  address  this  problem.  We're  fortunate  you 
stepped  up  to  take  on  this  responsibility  in  the  Judicial  Conference, 

Judge  CowEN.  Thank  you,  sir. 

Senator  Warner.  I  also  served  as  a  law  clerk  to  a  Federal  judge. 
I  attribute  every  little  success,  modest  though  they  may  be,  in  life 
I've  had  to  that  first  job. 

Judge  CowEN.  That's  right. 

Well,  if  you  served  as  a  law  clerk  to  a  Federal  judge,  then  you're 
well  aware  of  our  needs  and  the  extent  to  which  we  rely  on  clerks 
and  our  other  staff  for  proper  facilities  and  backup. 

We  have  listened  to  the  concerns  expressed  by  Congress  about 
the  courthouse  construction  program.  Mr.  Chairman,  we  are  defi- 
nitely acting  on  them.  The  news  has  not  fallen  on  deaf  ears.  We 
also  take  seriously  our  duty  as  citizens  of  America  to  do  all  we  can 
do  to  reduce  our  share  of  Government  spending.  In  other  words, 
Mr.  Chairman,  we  understand  what  needs  to  be  done  and  we  are 
moving  rapidly  as  possibly  we  can  under  the  circumstances. 

Allow  me,  sir,  to  summarize  briefly  some  of  the  initiatives  under- 
way in  the  judiciary  and  our  support  in  the  Administrative  Office. 
First,  I  want  to  address  the  issue  of  prioritization,  courthouse 
prioritization,  construction  projects,  which  you  raised  in  last  week's 
meeting,  and  which  has  just  been  mentioned  by  Senator  Baucus. 

Prioritization,  sir,  is  a  two  phase  process.  Many  people  are  un- 
aware of  that  fact.  The  first  is  to  prioritize  our  projects  by  year,  to 
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decide  which  are  most  urgent  and  should  be  built  this  year  as  op- 
posed to  next  year.  We  have  reviewed  the  needs  of  all  of  our  courts 
and  have  developed  a  5-year  plan  listing  the  most  important 
projects  for  each  of  the  years  1996  through  the  year  2000.  This  is 
a  rolling  plan  and  it  will  continue  on  a  5-year  basis. 

The  plan  needs  some  modification,  we  recognize  it  is  not  per- 
fected. Because  of  the  lower  than  expected  funding  levels  it  is  due, 
the  Judicial  Conference  approved  the  plan  at  its  last  meeting  in 
September.  It  will  be  reviewed  for  the  1997  through  2001  and  sub- 
mitted again  to  the  Conference  for  approval  at  its  next  meeting  in 
March. 

Mr.  Johnson  said  in  his  statement  that  many  of  the  elements  of 
the  planning  process  are  not  yet  resolved,  and  that  there  is  no  com- 
mitment to  a  cohesive  planning  approach  or  to  prioritize  outside  of 
GSA.  This  is  not  factual.  It  is  not  reality.  The  statement  of  the  Ad- 
ministrator, whom  I  respect,  does  not  comport  with  the  facts  of  the 
matter.  The  Conference  has  in  fact  adopted  a  detailed  5-year  plan 
and  has  committed  to  approving  similar  plans  in  the  future. 

The  second  part  of  prioritization  is  ranking  the  projects  within 
any  given  year.  There  is  a  great  difficulty  inherent  in  such  a  proc- 
ess. Because  we  are  not  trying  to  refine  a  set  of  criteria  to  do  this. 
They  are  very  similar  to  criteria  you  mentioned,  Mr.  Chairman,  in 
the  hearing  last  July. 

Our  goal  is  to  provide  the  Judicial  Conference  with  approval  at 
the  March  meeting  of  a  set  of  criteria  to  rank  projects  within  a 
year  and  a  list  of  the  1997  projects  to  which  those  criteria  have 
been  applied.  Again,  I  can  say,  as  Chairman  of  the  Security,  Space 
and  Facilities  Committee,  we  are  committed  to  doing  this.  And  in 
summary,  we  are  ready  to  give  your  committee  what  it  needs  for 
fiscal  year  1997  and  for  any  future  years. 

It  would  be  very  helpful  to  us,  however,  as  we  proceed  in  this 
prioritization  process,  to  have  some  guidance  from  Congress  on 
what  funding  level  to  expect,  so  that  we  can  prioritize  within  those 
caps.  We  hope  you  will  support  us,  Mr.  Chairman,  in  that  desire. 

With  regard  to  the  1996  projects  pending  before  your  committee, 
sir,  we  agree  with  the  priorities  established  by  the  Appropriations 
Committee,  given  this  year's  budget  constraints.  We  urge  you  to 
move  forward  with  authorizations  of  those  critically  needed 
projects.  They  have  undergone  years  of  planning  and  review  and 
millions  of  dollars  have  already  been  expended  on  them.  They  also 
meet  your  criteria,  Mr.  Chairman,  as  I  have  previously  mentioned. 

We  also  urge  you  to  approve  the  hold-over  projects  which  re- 
ceived appropriations  in  fiscal  years  1994  and  1995.  The  money 
was  appropriated  in  last  year  and  was  appropriated  in  past  years. 
They  should  be  cleared  as  soon  as  possible. 

We  oppose  the  moratorium  which  was  suggested  by  Mr.  Johnson 
and  just 

Senator  Waener.  In  fairness  to  Mr.  Johnson,  others  have  consid- 
ered that  moratorium.  Congress  in  some  way  has  taken  a  hard  look 
at  a  moratorium. 

Judge  COWEN.  Yes.  The  projects  before  you  this  year,  Mr.  Chair- 
man, are  far  along  in  a  lengthy  process.  GSA  has  estimated  that 
delaying  them  will  cost  the  taxpayer  over  $20  million.  That  is  a  low 
estimate  as  far  as  we  can  tell  as  it  doesn't  take  into  account  addi- 


157 

tional  leasing  costs.  You  will  save  money  by  moving  forward  with 
these  projects,  while  applying  to  new  projects  the  prioritization 
process  we've  nearly  completed  and  other  cost  savings  measures, 
which  we  will  produce  in  a  short  period  of  time. 

Let  me  mention  a  few  of  those  measures  which  we  have  in  mind. 
Under  an  initiative  announced  2  weeks  ago,  we  are  doing  three 
basic  things.  First  is  a  comprehensive  review  of  our  U.S.  Court  De- 
sign Guide.  We  are  asking  architects  and  engineers  who  have  built 
courthouses  in  recent  years,  using  the  guide,  to  comment  on  what 
they  found  works  well,  what  they  found  does  not  work  well,  and 
what  results  in  particularly  efficient  space,  made  for  space  utiliza- 
tion, and  areas  in  which  further  costs  savings  can  be  achieved. 

Second,  we  are  reevaluating  all  court  projects  to  ensure  that  they 
have  the  right  amount  of  space  needed  to  do  their  job  and  that  they 
are  not  over-built.  Third,  we  are  reviewing  our  space  billing  from 
GSA  to  determine  whether  any  further  reductions  may  be  achieved 
in  the  billing. 

Related  to  this  last  item,  Mr.  Chairman,  at  the  September  ses- 
sion of  the  Judicial  Conference,  the  Conference  directed  its  Secu- 
rity, Space  and  Facilities  Committee  and  its  Budget  Committee  to 
work  with  the  Administrative  Office  to  devise  a  plan  to  reduce  the 
Judiciary  space  rental  payment  to  GSA  which  now  totals  some 
$520  billion  annually.  That  plan  will  be  approved  by  the  Con- 
ference at  its  March  meeting.  The  plan  will  include  establishing 
criteria  for  opening  and  closing  facilities.  The  Conference  in  Sep- 
tember already  approved  closing  six  facilities  and  we  are  reviewing 
a  number  of  other  projects. 

The  plan  also  calls  for  implementing  good  space  management 
practices.  These  will  include  a  detailed  space  inventory,  establish- 
ment of  benchmarks  to  the  amount  of  and  types  of  space  required 
in  relation  to  staffing  and  functions,  and  incentives  to  encourage 
more  efficient  space  management  and  release  of  unneeded  and 
unutilized  space.  As  I  hope  the  committee  can  see,  major  efforts  are 
underway  and  we  expect  significant  cost  savings  as  a  result. 

We  may  have  made  mistakes  in  the  past.  But  past  criticisms 
should  be  just  that,  in  the  past.  We  have  heard  you  and  we  are 
making  enormous  strides.  The  majority  of  these  efforts  will  be  com- 
pleted within  the  next  6  months,  and  all  of  them  will  be  done  with- 
in a  year.  We  hope  you  will  recognize  these  efforts  so  that  projects 
that  are  already  in  progress  and  that  are  in  fact  critically  needed 
at  this  time  can  proceed. 

I  would  at  this  time  now  request  that  the  remainder  of  the  time 
be  turned  over  to  our  very  able  Director,  Mr.  Mecham. 

Senator  Warner.  Thank  you.  Judge. 

One  question  to  you.  That  is.  Administrator  Johnson  said  that 
past  history  shows  that  there  have  been  the  occasional  chief  judge 
of  a  whatever  segment  of  the — Eastern  District,  let's  say,  of  Vir- 
ginia, and  the  current  chief  judge  of  the  Eastern  District  of  Vir- 
ginia happened  to  be  my  roommate  in  law  school.  I  recommended 
him  for  appointment  many  years  ago.  But  anyway,  and  he's  a  very 
domineering  person.  If  he  walked  out  on  the  site,  I  suppose  if  I 
were  a  GSA  project  manager,  I  would  begin  to  shudder  a  little  bit. 

What  are  you  doing  to  redress  the  desire  of  certain  members  of 
the  judiciary  to  become  project  managers? 
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Judge  COWEN.  Senator  Warner,  the  U.S.  Court  Design  Guide  sets 
forth  definite  criteria  that  must  be  followed.  It  does  not  make  any 
difference  whether  it  be  the  chief  judge  of  the  district  or  the  newest 
magistrate  who  just  came  aboard  as  a  judicial  officer.  If  what  the 
judicial  officer  is  seeking  is  not  in  the  guide,  it  can't  be  done  with- 
out going  to  the  Judicial  Conference,  which  is  the  administrative 
section  of  each  circuit. 

I  have  myself  been  involved  with  the  judicial  conferences  on  nu- 
merous occasions.  And  I  can  tell  you  that  any  judge  who  seeks  to 
have  a  building  or  a  room  or  whatever  constructed  or  realigned, 
other  than  as  is  required  by  the  U.S.  Design  Guide,  will  have  to 
show  overwhelming  reasons  why  it  should  be  so.  The  guide  is  our 
bible.  We  don't  claim  it  is  totally  without  fault.  We  ourselves  on  oc- 
casion reevaluate  it  and  have  made  corrections. 

Senator  Warner.  I'm  told  it  has  been  revised  six  times. 

Judge  CowEN.  It  has.  We  look  at  it  ourselves  and  we're  con- 
stantly upgrading  it,  and  our  review  by  the  architects  and  engi- 
neers for  suggestions  on  cost  savings  is  just  with  that  thought  in 
mind.  But  no  judge,  even  the  formidable  smack  that  a  chief  judge 
may  have,  cannot  have  a  building  or  room  designed  other  than  is 
as  required  1:    ^he  design  guide. 

Senator  Wakner.  Well,  would  you  be  willing  to  represent  here  to 
the  Senate  this  morning  that  you  yourself  as  the  new  chairman 
would  promulgate  a  little  message  down  through  the  chain  that 
you're  going  to  be  a  watchdog  on  this  very  issue?  Sort  of  like  the 
admiral,  you  know,  if  he  sort  of  says  something,  the  troops  down 
below  pay  attention. 

Judge  CowEN.  I  have  no  problem  with  that. 

Senator  Warner.  Fine. 

Judge  CowEN.  I  intend  to  do  my  job.  I  am  cost  conscious,  and  in- 
deed, the  support  staff  which  we  have,  if  I  weren't,  wouldn't  allow 
me  to  be  other  than  that,  dealing  with  the  deficit  realities  we  are 
facing  today.  I  can  assure  you.  Senator,  that  I  will  make  such  a 
message  very  loud  and  clear. 

Senator  Warner.  I  thank  you,  Your  Honor.  You're  a  very  impres- 
sive individual  and  I  think  that  you  will  bring  great  wisdom  to  this 
new  course  of  policy  that  our  Government  seeks.  Thank  you  very 
much.  Now,  your  distinguished 

Senator  Baucus.  May  I  have  a  moment? 

Senator  Warner.  Yes,  of  course. 

Senator  Baucus.  Thank  you,  Mr.  Chairman. 

Judge  it's  important  that  we  resolve  this.  Because  I  do  think  that 
most  people  who  look  at  this  question  objectively  realize  there's  a 
problem.  Essentially  the  problem  is,  on  the  one  hand,  the  judiciary 
is  a  third  branch  of  Government,  we  do  have  separation  of  powers 
clearly  built  into  our  Constitution.  We  do  want  properly  designed 
courthouses  that  reflect  the  grandeur  of  the  official  system.  On  the 
other  hand,  we  don't  want  waste. 

Judge  Cowen.  Absolutely. 

Senator  Baucus.  The  real  question  is,  how  do  we  accommodate 
all  of  that.  You  mentioned  you're  constantly  upgrading  your  design 
guides.  That,  though,  is  a  double-edged  sword.  Some  would  say 
that  that's  the  problem,  that  the  judiciary  is  constantly  changing 
its  design  guides,  the  design  criteria.  They're  always  changing  all 
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the  time.  It's  like  a  moving  target.  People  don't  know  what  really 
is  in  it,  and  it's  hard  to  plan,  it's  hard  for  us  in  the  Congress  to 
plan  because  we  after  all  have  only  a  limited  number  of  dollars. 

Some  would  also  say  that  the  change  in  the  criteria,  the  design 
guides,  is  more  toward  more  palatial  design  guides,  not  more  cost 
effective,  but  more  palatial.  For  example,  let  me  just  read  from  the 
design  guide  descriptions  in  1959,  courtrooms  and  auxiliary  rooms 
should  be  designed  in  the  spirit  of  dignity  and  simplicity.  In  1979, 
20  years  later,  adequate  but  not  excessive  housing  for  court  activi- 
ties. Finish  materials  should  be  similar  to  those  used  in  contem- 
porary office  buildings,  etc.  Going  ahead  to  1993,  the  courthouse  fa- 
cilities should  be  monumental  in  design,  scaled,  designed  compo- 
nents grant. 

I  hope  these  are  not  taken  out  of  context.  I  don't  know,  but  it 
just — it's  what's  been  presented  to  us  and  it  raises  a  question. 

Judge  CowEN.  Your  statement  is  most  apropos,  sir.  We  have  our- 
selves recently  just,  and  I'll  tell  you  as  late  as  last  night,  spoken 
that  when  we  use  the  word  monumental,  we  have  misspoken.  We 
were  not  thinking  in  terms  of  structurally,  spending  money  in 
order  to  impress,  but  that  a  courtroom  and  a  courthouse  is  a  very 
special  place,  and  there  must  be  a  feeling  of  those  who  participate 
in  litigation  that  it  is  a  controlled  environment  where  the  respect 
and  dignity  must  be  impressed  up.  But  the  monumental,  in  terms 
of  spending  money  in  order  to  impress  people,  is,  if  that  is  what 
was  taken  from  it,  then  we  misspoke,  sir. 

Senator  Baucus.  Let  me  just  make  another  point,  here.  The  cri- 
teria, that  is  the  space  criteria  that  the  Administrative  Office  of  the 
Courts  had  prescribed  for  1984  and  1989  period,  for  district  court- 
rooms, was  1,820  square  feet.  In  then  1991  guide,  it's  for  2,400 
square  feet.  That's  a  32  percent  increase. 

Judge  CowEN.  Yes,  sir. 

Senator  Baucus.  Also  for  the  district  chambers,  it's  a  24  percent 
increase  in  space.  I  don't  know  what  happened  to  the  appellate 
judges,  their  increase  is  only  6  percent. 

Judge  CowEN.  That's  myself,  I  am  an  appellate  judge.  Although 
I  have  been  a  district  judge.  I  could  explain  some  of  those^  changes, 
and  they  have  been  made  by  reason,  for  good  reason.  It's  seldom 
that  the  design  guide  has  been  increased  in  terms  of  square  foot- 
age. But  for  instance,  some  of  them  were  driven  by  Congressional 
law. 

For  instance,  the  most  appropriate  one  of  all  was  the  require- 
ment that  we  fit  our  courthouses  and  retrofit  and  build  them  so  as 
to  accommodate  people  with  disabilities.  The  result  of  that  was 
that,  for  instance,  take  jury  boxes,  had  to  have  built-in  lifts,  there 
had  to  be  accommodations  for  other  people  with  disabilities  which 
enormously  increased  the  size  of  the  courtroom,  including  the  area 
for  attorneys  practicing  with  disability,  not  to  mention  the  jurors, 
and  people  who  were  just  spectators.  The  size  of  the  courtrooms 
had  to  be,  by  law 

Senator  Baucus.  Oh,  I  understand  that.  Judge.  But  I  mean,  I've 
got  to  tell  you,  district  chambers,  that's  virtually  2,000  square  feet, 
that's  about  50  by  40.  That's  a  pretty  big  office. 

Judge  CowEN.  But  that  includes,  they're  speaking  also  where 
there  are  two  law  clerks. 
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Senator  Baucus.  So  chambers,  district  chambers,  the  2,000  in- 
cludes the  office  of  the  judge,  as  well  as  clerks? 

Judge  CowEN.  Clerks.  Two  law  clerks,  you're  talking  about  one 
secretary,  you're  talking  about  not  a  library  as  such,  but  shelving 
room  within  that  facility  where  a  working  library,  I'm  not  speaking 
of  a  full-blown  library,  because  most  of  us  are  on  Lexus  and  elec- 
tronic type  of  research. 

Your  observations  are  keen.  I  will  not  disagree  nor  agree  with 
them.  I  can  only  say  that  we  in  the  judiciary  have  an  open  mind. 
When  observations  such  as  you've  made,  Senator  Baucus,  are 
brought  to  our  attention,  we  are  the  first  ones  to  look  at  what  has 
been  put  in  the  design  guide.  I  tell  you,  if  we  are  wrong,  we  are 
men  enough  and  women  enough  as  judges  to  reverse  ourselves. 

Senator  Baucus.  One  final  question.  That  fiscal  year  1997  list 
over  there  told  us  about  a  billion  dollars.  The  budget  for  1997  for 
courthouses  is  going  to  come  out  to  about  half  that. 

Judge  CowEN.  Yes,  we  understand  that. 

Senator  BAUCUS.  And  so  we  need  some  help.  We  need  to  know 
which  of  those  projects  are  more  meritorious  than  other  projects. 
I  would  assume  that  the  Federal  Judiciary  is  in  a  pretty  good  posi- 
tion to  set  priorities,  to  know  which  of  those  projects  are  more  im- 
portant from  others,  because  we  can't  have  them  all.  I  would  also 
assume  that  you  would  like  to  have  some  say  as  to  which  of  those 
halves  are  constructed  and  which  halves  are  not  constructed.  Be- 
cause otherwise,  it's  going  to  be  Members  of  Congress  trying  to  get 
their  particular  projects  in,  in  a  haphazard  way.  It  might  be  0MB, 
it  might  be  some  other  outfit  making  the  decision,  irrespective  of 
the  priorities  set  by  the  judiciary. 

So  I'm  just  wondering  if  the  Federal  judiciary  could  give  the  U.S. 
Government,  give  GSA,  give  0MB,  give  the  U.S.  Congress  its  list 
of  priorities  as  to  which  of  those  are  more  important.  Other  agen- 
cies do  that.  INS,  for  example,  must  do  that.  The  Customs  Service, 
in  recommending  new  border  stations,  must  do  that.  And  they  do 
that. 

But  so  far,  the  judiciary  has  not.  I  just  strongly  recommend,  and 
I  might  turn  around  and  ask  you,  why  shouldn't  the  Administrative 
Office  of  the  Courts  or  the  proper  agency  within  the  Federal  Judici- 
ary tell  us  which  are  more  important  compared  to  some  others  so 
that  we  have  the  benefit  of  your  experience  and  your  judgment. 

Judge  CowEN.  Well,  in  prior  years,  Senator,  of  course  there  was 
sufficient  funding  to  go  around,  so  that 

Senator  Baucus.  I'm  talking  about  the  future,  though. 

Judge  CowEN.  Well,  we  understand  that.  But  if  you're  asking 
why  we  didn't  prioritize 

Senator  Baucus.  I'm  asking  you  why  you  can't  prioritize  that 
1997  list. 

Judge  CowEN.  The  answer  is,  we  are.  We  are  going  to,  and  we 
are  in  the  process  of  doing  it.  For  instance,  last  year  I  chaired  the 
subcommittee  of  the  committee  that  now  I  am  the  chairman  of,  in 
which  we  prioritized  for  1996  through  the  year  2000.  We  prioritized 
it  by  year  on  a  rolling  basis. 

Senator  BAUCUS.  Right. 

Judge  CowEN.  And  we  are  in  the  process  right  now  of  suggesting 
to  the  Judicial  Conference  a  priority  for  1997  through  2001,  and  we 
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will  not  only  prioritize,  but  within  each  year  we  will  also  indicate 
which  of  those  are  to  have  preference  within  each  particular  5-year 
period. 

Now,  also,  your  statement  about  who  should  prioritize,  it  would 
be  the  position  of  the  judiciary,  most  respectfully,  but  vehemently, 
to  say  to  you  that  no  one  should  prioritize  but  the  judicial  branch 
of  Government.  We  know  the  courthouses  that  are  most  necessary. 
Anything  which  we  state  has  to  be  built,  we  do  not  say  are  not 
needed,  are  extrapolations,  are  not  based  on  reading  tea  leaves.  We 
base  these  on  filings.  This  is  hard  evidence  upon  which  we 

Senator  Warner.  Senator,  let  me  interrupt.  I  don't  see  a 
prioritization  there  in  1996,  one,  two,  three,  four,  five,  six. 

Judge  COWEN.  Well,  I  will  let  the  Administrative  Director  give 
you  more  of  the  nitty-gritty. 

Senator  Warner.  You  said  you  did  it,  and  I  understood  you  to 
say  that.  We  do  not  have  it  for  1996. 

Judge  CowEN.  We  have  prioritized.  It  is  included  in  1996.  I'm  ad- 
vised that  this  was  brought  to  the  Appropriations  Committee's  at- 
tention and  it  has  been  agreed  to. 

Senator  Warner.  Well,  we're  a  committee  also. 

Judge  CowEN.  It  should  be  in  your  hands.  But  it  was  definitely, 
there  was  a  prioritization  for  1996  through  the  year  2000,  no  ques- 
tion about  it.  I  know  it,  because  I'm  the  one  that  worked  on  it. 

Senator  Baucus.  I'm  not  fully  apprised  of  the  situation,  but  my 
understanding  is  that  1996,  for  instance,  the  judiciary  did  not  come 
forward  in  advance  with  their  list  of  priorities.  Did  not. 

Senator  Warner.  We  don't  have  it. 

Senator  Baucus.  We  don't  have  it,  neither  do  the  Appropriations 
Committee. 

Judge  CowEN.  Well 

Senator  Baucus.  I  think  American  taxpayers  would  quarrel  with 
the  statement  you  made — that  only  the  judiciary  should  decide  pri- 
orities. 

Judge  CowEN.  I'm  saying  that 

Senator  Baucus.  Let  me  finish. 

Judge  CowEN.  [continuing].  The  ultimate  decision,  of  course,  is 
for  Congress.  But  what  I'm  saying,  who  best  knows,  we  are  on  the 
firing  line. 

Senator  Baucus.  I  appreciate  that,  but  it's  a  complex  matter 
here.  We  all  work  for  the  taxpayers,  the  American  citizens.  I  think 
the  American  citizens  would  like  to  know  that  their  elected  rep- 
resentatives are  spending  money  in  a  way  that  accords  with  the 
wishes  of  the  American  citizens — as  to  what  their  priorities  are — 
and  should  be  reflected  in  the  decisions  we  make  in  the  Congress. 

I  very  much  agree  that  we  should  listen  to  and  give  great  def- 
erence to  the  judiciary's  recommendations.  But  I  also  believe  the 
judiciary  must  make  its  recommendations  to  us  in  advance,  so  that 
we  know  what  those  recommendations  are.  Now,  I  very  much  ap- 
preciate, too,  your  statement  that  you  will  give  us  recommenda- 
tions within  1997. 

But  my  question  is,  when  will  we  receive  those.  I  think  we  have 
to,  the  Congress  must,  GSA  must,  0MB  must,  receive  those  rec- 
ommendations as  sufficient  in  advance  of  planning  for  our  budgets 
for  fiscal  year  1997.  So  when  are  we  going  to  get  that  done? 
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Judge  CowEN.  Senator,  the  committee  of  which  I  am  chairman 
is  now  looking  at  all  of  the  projects.  We  of  course  cannot  make  the 
ultimate  decision.  We  will  make  a  recommendation  in  time  for  the 
March  Judicial  Conference  meeting.  After  it  goes  through  the  Judi- 
cial Conference,  our  L-ecommendations  will  be  of  course 

Senator  Baucus.  Can  you  give  me  a  date  when  we're  going  to  get 
them? 

Judge  CowEN.  An  exact  date,  I  would  have  to 

Mr.  Mecham.  The  first  Judicial  Conference  will  be  held  the  16th 
of  March. 

Senator  Baucus.  When  will  the  Congress  receive  the  judiciary's 
recommendations 

Judge  CowEN.  It  would  be  March  of  next  year. 

Senator  Baucus  [continuing].  For  priorities  in  1997? 

Judge  CowEN.  I  would  have  to  say  March  of  next  year.  You 
would  receive  what  our  Judicial  Conference  has  determined  to  be 
the  priorities  of  each  of  these  projects.  They  will  have  made  that 
decision  based  upon  an  evaluation  of  a  recommendation  of  my  com- 
mittee, as  well  as  any  other  input  which  they  receive.  But  you  will 
have  it  by  March  of  next  year,  as  sure  as  I'm  sitting  here.  Senator. 

Senator  Baucus.  Good.  Thank  you.  That's  progress.  Thank  you. 

Senator  Warner.  Mr.  Mecham,  why  don't  you  lead  off  with 

Senator  Baucus.  Thank  you,  Mr.  Chairman,  for  your  indulgence. 
I  appreciate  that. 

Senator  Warner.  Well,  I  think  that's  an  excellent  line  of  ques- 
tioning, Senator. 

Would  you  lead  off  with  resolving  the  1996  controversy,  is  there 
a  list  which  goes  one,  two,  three,  four,  five? 

STATEMENT  OF  L.  RALPH  MECHAM,  DIRECTOR, 
ADMINISTRATIVE  OFFICE  OF  THE  UNITED  STATES  COURTS 

Mr.  Mecham.  The  Judicial  Conference  has  endorsed  all  of  the 
projects.  There  is  money  for  them  according  to  the  Appropriations 
Committees  and  we  would  endorse  them  all.  Now,  if  you  want  us 
to  say  which  buildings  do  you  want  us  to  recommend  that  you  cut, 
that  would  be  a  fairly  difficult  problem. 

Senator  Warner.  Put  it  in  the  order  of  the  ones  which  you  think 
in  terms  of  the  Judicial  Conference  are  the  ones  that  are  needed, 
and  then  we  have  to  determine,  based  on  the  allocation  and  avail- 
ability of  funds  how  to  fit  them  in. 

Mr.  Mecham.  We  can  certainly  try  to  take  a  cut  at  it. 

Senator  Warner.  All  right.  Senator  Baucus  and  I  will  eagerly 
await  that.  We're  going  to  ask  the  General  Services  Administration 
Administrator  to  do  the  same  thing.  Why  don't  we  set  a  date?  How 
much  time  do  you  need? 

Mr.  Mecham.  I  don't  know,  2  weeks? 

Senator  Warner.  Two  weeks. 

Mr.  Mecham.  Do  you  want  us  to  consult  the  Senators  from  those 
States  before  we  recommend  they  be  cut? 

Senator  Warner.  I  don't  know  how  you  go  about  it. 

Senator  Baucus.  This  is  a  recommendation  from  the  judiciary  as 
to  what  the  judiciary  thinks  the  priorities  should  be. 

Mr.  Mecham.  I  don't  know  of  any  of  those  buildings  we  would 
say  you  should  cut.  We  endorse  them  all. 
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Senator  Baucus.  Well,  I'm  sure  of  that. 

Mr.  Mecham.  I'm  not  sure  that's  our  responsibility,  is  it? 

Senator  Warner.  Well,  if  you  want  to  come  to  the  Congress  and 
say,  hey 

Mr.  Mecham.  Well,  I'm  not  going  to  stonewall  you,  we'll  be  glad 
to  do  it,  but  that  puts  us  between  a  rock  and  a  hard  place. 

Senator  Warner.  Wait  a  minute.  Let's  stop  and  reorient  where 
we  are. 

Mr.  Mecham.  Sure. 

Senator  Warner.  We're  not  all  trying  to  pass  the  buck  among 
the  three  entities  of  the  Government.  I  think  Mr.  Johnson  said  it's 
time  that  the  three  joined  hands  to  fmd  out  what's  in  the  best  in- 
terest. We're  faced  with  the  following  situation.  One,  reduce  spend- 
ing, I'm  not  arguing  whether  it's  a  Republican  initiative  or  a  Demo- 
crat initiative.  It's  a  fact  that  there's  reduced  spending. 

You  have  an  expertise  within  the  Judicial  Conference  which  we 
do  not  possess  here  in  the  Congress  of  the  United  States.  We're 
asking  you  to  utilize  that  expertise.  You  have  a  lot  of  statistics. 
What  are  the  case  loads  in  the  various  districts  all  throughout 
America.  That's  a  factor.  You  have  statistics  as  to  where  the  crime 
is  increasing  at  different  rates  in  America.  Where  the  most  cases 
are  being  filed.  I  mean,  we  don't  have  all  that  information. 

It  seems  to  me  that  these  are  factors  which  would  bear  on  the 
decision  of  whether  one  courthouse  is  needed  in  terms  of  priority 
over  and  above  a  second.  So  what  I'm  asking  you  now,  in  that  2 
week  deadline,  give  us  a  list  of  the  1996  submissions  in  order,  one, 
two,  three,  four,  five,  six,  on  down.  For  1995. 

Mr.  Mecham.  I  hope  you  understand  that  I  can  speak  as  the  Di- 
rector of  the  Administrative  Office,  but  I  cannot  bind  the  Chief  Jus- 
tice of  the  United  States,  13  circuit  chiefs  or  13  elected  district 
judges  who  comprise  the  Judicial  Conference  of  the  United  States. 
They  are  in  charge.  I  can  make  recommendations  to  them.  I  can 
make  my  own  recommendation  to  them  that  we  get  it  done  within 
2  weeks. 

But  I  cannot  tell  Chief  Justice  Rehnquist  to  sit  down  and  figure 
out  how  to  rank  these  25  projects,  or  the  13  circuit  chiefs.  They've 
got  very  strong  ideas  of  their  own. 

Senator  Warner.  Fine.  But  all  I'm  asking  for  you  is  that  while 
you  are  a  part  of  the  judicial  system,  you  are  an  integral  part,  you 
have  a  certain  amount  of  expertise,  you're  paid  by  the  American 
taxpayer  the  same  way  I  am.  If  you  want  to  couch  it  in  the  form 
of  a  report  to  the  Chief  Justice  a  copy  of  which  goes  to  the  Con- 
gress, fine  by  me,  recognizing  that  he  and  other  members  of  the 
Conference  may  revise  your  list.  But  at  least  the  Congress  has  ac- 
cess to  your  expertise  as  we  do  our  decisionmaking. 

Mr.  Mecham.  I'm  not  sure  I've  made  myself  clear.  I  understand 
your  point.  Senator,  precisely.  But  by  statute,  I'm  supervised  and 
directed  by  the  Judicial  Conference  of  the  United  States.  I  have  no 
authority  to  tell  them  what  to  do.  They  have  every  authority  to  tell 
me  what  to  do.  I  can  make  recommendations  to  the  Judicial  Con- 
ference and  they  can  tell  me,  wonderful,  or  they  can  modify  it  or 
they  can  change  it. 
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So  any  list  that  you  will  receive  will  have  to  be  approved  by  the 
Judicial  Conference  of  the  United  States.  We  will  try  to  obtain  such 
a  list  for  you. 

Senator  Warner.  Your  Honor,  would  you  care  to 

Judge  CowEN.  Weil,  what  the  Director  has  advised  is  absolutely 
correct.  Neither  he  and  certainly  not  I  can  tell  you  what  the  posi- 
tion of  the  judiciary  is.  We  only  recommend  to  the  Judicial  Con- 
ference, which  on  occasion  may  not  agree  with  our  recommenda- 
tion. The  authoritative  word,  the  last  word,  the  only  word  that 
speaks  ex  cathedral  in  this  area  is  the  Judicial  Conference.  We 
would  be  stepping  out  of  our  assigned  roles  if  we  were  to  advise 
you  of  how  we  would  prioritize  without  having  had  the  Judicial 
Conference  give  its  imprimatur. 

Senator  Warner.  All  right.  Then  I'll  step  back  and  ask  you, 
given  that  this  committee  has  certain  responsibilities  with  respect 
to  the  1995  list  and  the  1996  list,  which  are  time  urgent,  is  either 
the  Conference  or  the  Office  of  the  Administrator  of  the  Federal 
Courts  able  to  give  us  any  advice  with  respect  to  either  of  those 
lists,  other  than  what  you've  said,  everything  in  the  Appropriations 
Committee  is  fine? 

Judge  CowEN.  Well,  I  think  we  can  advise  you  of  what  was  ap- 
proved at  the  last  Judicial  Conference. 

Mr.  Mecham.  Or  we  can  make  an  effort  to  see  if  we  can  get  a 
Conference  decision  with  respect  to  those. 

Senator  Warner.  All  right.  It  would  be  helpful. 

Mr.  Mecham.  I  understand.  If  you  have  a  priority  list  from  the 
0MB  or  GSA  that  would  help  us  in  making  our  selection.  They've 
picked  their  priorities  of  which  projects,  it  would  be  interesting  to 
see  what  GSA  and  0MB  have  come  up  with,  too.  So  it  might  help 
us  as  well. 

Senator  Warner.  Fine.  When  Administrator  Johnson  returns  to 
the  witness  stand,  I  will  ask  him  that  question. 

Mr.  Mecham.  It  would  be  helpful  to  us. 

Senator  Warner.  I  think  we're  making  some  progress  here 
today.  We're  sort  of  finding  out  who's  on  first  and  who's  on  second. 
But  we've  all  got  to  arrive  at  home  plate  eventually. 

Mr.  Mecham.  And  I'm  sure  you'll  help  us  deal  with  Senator 
D'Amato  when  we  recommend  that  Islip  should  be  the  last  one  on 
the  project,  here,  right? 

[Laughter.] 

Senator  Warner.  Your  question  is  well  taken,  and  the  response 
is,  that  is  a  responsibility,  collectively,  of  the  Senate  of  the  United 
States. 

Mr.  Mecham.  Agreed.  Agreed.  I  get  your  point.  I  also  understand 
your  frustration.  But  I  hope  you  realize,  we  operate  within  some 
very  strong  limitations  as  well. 

Senator  Warner.  I  don't  get  frustrated  any  more.  One  of  the  ad- 
vantages of  having  spent  a  good  number  of  years  on  Planet  Earth, 
is  that  one  ceases  to  be  frustrated.  I  do  the  best  I  can  with  every 
situation  that  confronts  me. 

Mr.  Mecham.  Best  efforts. 

Senator  Warner.  Thank  you.  Now,  you'd  like  to  proceed. 

Mr.  Mecham.  Yes,  one  or  two  thoughts.  First,  it's  a  privilege  to 
be  here. 
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Senator  Warner.  Is  it  really  pleasant  to  be  here? 

Mr.  Mecham.  It  is,  actually. 

[Laughter.] 

Mr.  Mecham.  I  spoke  at  Speakers  Corner  in  Hyde  Park  over  200 
times.  I  dealt  with  hecklers  there.  I  debated  solicitors  and  bar- 
risters at  Lincoln's  Inn  Field  at  lunch  time.  I  was  in  the  political 
wars  for  20  years.  I  actually  kind  of  enjoy  it.  Is  that  a  perverse 
trait  of  mine? 

Senator  Warner.  You  shouldn't  be  modest.  You've  had  extensive 
experience  here  on  Capital  Hill. 

Mr.  Mecham.  Thank  you.  I  was  an  original  occupant  of  this 
building,  by  the  way,  in  1958.  I  first  appeared 

Senator  Warner.  I've  been  sitting  here  thinking  of  all  the  re- 
strictions we  want  to  put  on  courthouses,  and  I  was  sort  of  looking 
at  the  height  of  this  ceiling  in  here. 

[Laughter.] 

Mr.  Mecham.  I  did,  too,  but  I  didn't  dare  say  it.  Senator. 

I  first  appeared  when  Senator  Dennis  Chavez  was  the  Chairman 
of  this  committee.  I  have  a  great  respect  for  this  committee,  be- 
cause Senator  Jennings  Randolph  got  me  confirmed  for  a  Presi- 
dential nomination  in  record  time.  I  think  it  took  about  24  hours. 

So  I  trust  your  judgment.  It's  obvious  that  it's  been  manifest  over 
the  years. 

A  couple  of  quick  things.  I've  already  talked  about  the  role  of  the 
Judicial  Conference.  But  some  of  the  things  that  have  been  raised 
I  might  make  a  comment  on. 

You,  Senator  Baucus,  and  Mr.  Johnson  had  talked  about  the 
judges  being  involved  or  not  involved  in  the  process.  One  of  the 
challenges  we  have  is  that  when  the  judges  are  not  involved  in  the 
process  at  all,  we  get  some  of  the  most  gosh-awful  buildings  and 
designs,  which  we  have  to  redo  after  it's  over.  So  there's  a  delicate 
balance  here.  I  guess  you  could  have  an  imperious  judge  who  wants 
to  run  over  the  General  Services  Administration. 

I  would  just  suggest  that  what  GSA  needs  to  do  is  what  I  have 
to  do.  I'm  directed  by  statute  and  appropriation  law  and  by  the  Ju- 
dicial Conference  as  to  what  I  can  do.  The  result  is,  I  have  to  tell 
judges  no  all  the  time.  In  fact,  I'm  known  as  kind  of  an  abominable 
no  man.  I  think  GSA  needs  to  summon  up  its  courage  and  enforce 
the  law  and  carry  out  the  design  guides  and  not  permit  exceptions. 

Now,  we  never  hear  about  these  exceptions.  Most  of  them  are  ne- 
gotiated on  the  scene.  If  we  knew  what  those  exceptions  were  and 
the  GSA  objected  to  them,  then  Judge  Cowen's  comments  were  ap- 
ropos, it  would  be  up  to  the 

Senator  Warner.  That's  a  point  well  taken. 

Mr.  Mecham  [continuing].  The  circuit  counsel  of  each  circuit.  No 
exception  could  be  made  without  approval  of  the  circuit  counsel. 
But  if  GSA  doesn't  tell  us  what  the  exceptions  are,  we  can't  do  any- 
thing about  it. 

Senator  Warner.  I'll  ask  Administrator  Johnson  to  address  that, 
past  practice  and  future  practice,  when  he  resumes. 

Mr.  Mecham.  So  I  hope  you  realize  there's  a  delicate  balance 
here.  Judge  Stahl  of  the  First  Circuit  was  sitting  just  behind  me 
out  in  the  audience.  And  he's  had  experience.  He  said  if  the  judges 
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aren't  involved,  we  have  to  redo  the  building  almost  after  it's  built. 
Really  they  do  need  to  be  involved.  That's  one  thought. 

The  other  is,  with  respect  to  the  "time  out  and  review"  idea,  it 
may  well  have  been  a  good  idea  in  1993,  but  I'm  not  sure  at  all, 
indeed  I'm  confident  it's  not  true,  that  "time  out  and  review" 
should  take  place  again.  These  projects  that  you've  got,  the  1994 
project,  the  7  in  1995  have  already  gone  through  the  appropriations 
process,  and  of  the  18  projects  recommended  by  the  President,  9 
have  been  approved,  9  have  been  rejected. 

These  projects  have  been  studied  more  than  any  projects  in  the 
history  of  the  United  States.  If  GSA  hasn't  got  its  act  together  by 
now,  they  never  will.  You  may  want  to  privatize  the  thing,  get  it 
out  of  Government. 

I  personally  have  more  faith  in  GSA  than  maybe  Mr.  Johnson 
does.  We  think  they  know  how  to  build.  We  think  they  know  how 
to  contract,  they  know  how  to  fix  site  designs.  We  don't  think 
they're  that  good  on  deciding  whether  judges  should  share  cham- 
bers or  whether  senior  judges  should  be  treated  in  some  inferior 
way  because  we  think  that's  the  business  of  the  judiciary,  and 
probably  the  committees  of  Congress. 

But  I  would  just  like  to  say,  we  don't  think  that  time  out  and 
review  is  indicated.  Or  we're  going  to  be  in  a  position  that  you  are 
in  the  last  2  minutes  in  the  Super  Bowl.  All  we  get  is  time  outs. 
It's  time  to  get  on  the  field  now.  These  projects  have  been  studied 
and  studied  ad  nauseam.  We  think  every  one  of  them,  the  Arizona 
project  1994,  the  eight  in  1995  for  which  appropriations  have  al- 
ready been  obtained,  and  the  nine  that  the  Treasury-Post  Office 
subcommittee  already  approved. 

We  think  they're  worthy  and  worthwhile  and  if  you  and  your  col- 
leagues feel  the  other  nine  need  to  be  deleted  this  year  as  the  Ap- 
propriations Committee  recommended,  we'll  support  that.  We  basi- 
cally agree  with  the  priorities  established  by  Treasury-Post  Office. 
But  we  think  we've  got  to  get  on  the  playing  field  and  move  these 
projects  along.  They're  needed.  They  meet  every  criterion  that  you 
listed  in  your  statement  at  the  last  hearing.  As  I  say,  there's  noth- 
ing been  studied  more  than  these  particular  projects. 

Now,  one  other  thing  that  came  up,  I  noticed  Mr.  Johnson  in  his 
statement  said  he  wants  to  ensure  that  courthouses  do  not  drain 
the  resources  of  the  Federal  buildings  fund.  He  notes  that  in  the 
last  year  or  two  about  70  percent  of  the  funding  for  buildings,  has 
been  provided  for  the  judiciary. 

Well,  there  are  some  reasons  for  this.  From  1971,  when  the  fund 
was  first  established  until  1991,  the  judiciary  subsidized  that  fund 
by  hundreds  of  millions  of  dollars.  We  got  practically  nothing  out 
of  it.  When  we  tried  to  get  a  bill  through  about  5  years  ago,  which 
Senator  Moynihan  sponsored,  it  would  have  given  the  judiciary  the 
right  to  control  the  money,  control  the  planning,  control  the 
prioritization  and  then  contract  out. 

Well,  GSA  said  don't  let  us  go  because  45  percent  of  the  rental 
we  pay  goes  to  subsidize  other  GSA  buildings.  Only  55  percent  of 
our  rental  is  needed  to  pay  costs  for  operation  and  maintenance  of 
the  court  buildings  ana  whatever  else  is  involved.  So  GSA  said, 
don't  let  the  judiciary  go,  because  we  need  that  45  percent  subsidy. 
So  we  went  for  20  years  paying  hundreds  of  millions  of  dollars  into 
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this  fund  and  getting  practically  nothing  out  of  it.  Because  vir- 
tually all  the  judicial  buildings  were  built  back  in  the  Depression 
years  of  the  1930's. 

Well,  there  was  a  huge  pent-up  demand  then  that  arose.  It's  not 
just  judges  that  grew  in  number.  The  judiciary's  staff  grew  62  per- 
cent in  size  in  10  years.  A  huge  growth  occurred  in  probation  and 
pretrial  services.  One-fourth  of  the  employees  of  the  judiciary  are 
in  probation  and  pretrial  services.  Huge  growth  occurred  in  de- 
fender services.  We  focus  on  courtrooms  and  judges'  chambers  here 
today,  but  that's  a  small  fraction  of  what's  involved  in  these  build- 
ings. 

My  feeling  is  that  the  judiciary  is  not  being  greedy.  We're  basi- 
cally doing  what  Congress  has  told  us  to  do.  You've  given  us  added 
jurisdiction.  You  told  us  to  take  on  probation,  defenders,  drug  after- 
care. We've  got  these  massive  programs,  we  have  had  to  add  peo- 
ple. Now  we're  growing,  or  we've  grown  out  of  many  of  our  build- 
ings. For  every  single  one  of  the  buildings  that  are  before  you 
today,  there's  a  critical  need  for  each  one  of  them  to  be  built.  It's 
going  to  be  tougher  to  prioritize,  but  I  got  your  message.  We  will 
try  to  tell  you  which  of  the  critically  needed  buildings  are  least  crit- 
ical. That's  going  to  be  tough  to  do. 

Now,  this  year,  for  example,  we're  paying  $520  million  in  rent  to 
GSA.  The  judiciary  is  paying  $520  million  in  rent.  Forty-five  per- 
cent of  that  is  the  subsidy  that  goes  to  GSA  building  fund.  That's 
$234  million  this  year.  That's  almost  two-thirds  of  the  funding 
we're  talking  about  for  these  court  projects  for  fiscal  year  1996.  It 
isn't  as  if  we're  not  doing  our  part.  We're  shelling  out  more  than 
we  should  be  paying  to  help  GSA  pay  for  these  other  buildings. 

Now,  we  were  on  short  rations  for  20  years.  Like  Joseph,  with 
7  lean  years  and  7  fat  years,  we  had  20  lean  years,  and  now  we 
have  had  only  5  fat  years.  It  just  seems  to  ill  become  GSA  to  say 
or  anybody  else  to  say  that  the  judges  shouldn't  meet  the  needs 
now.  They've  been  paying  in  and  the  courts  have  for  26,  27  years 
into  that  fund. 

Incidentally,  the  money  for  new  buildings  doesn't  come  out  of 
that  fund  any  more.  It  comes  out  of  direct  appropriations.  We're 
now  pouring  money  into  this  fund  that  we  don't  get  any  money 
back  from.  So  somehow  there's  some  equity  problem  here. 

Well,  I  think  I've  covered  most  of  the  things  that  I  had  except 
the  interbranch  panel.  It's  a  nice  idea.  The  only  trouble  is,  you 
have  put  a  deputy  head  of  GSA  in  charge  of  it.  They're  good  on 
buildings.  They're  good  on  steel.  They're  good  on  concrete  and  all 
the  rest  of  it.  We  don't  think  they're  very  good  on  judicial  adminis- 
tration, the  administration  of  justice  and  carrying  out  the  Article 
III  functions  of  the  Constitution  of  the  United  States.  We  think 
that's  where  the  judiciary  shines.  Maybe  we  need  to  have  two 
groups.  Maybe  we  need  to  have  one  working  on  buildings  where 
GSA  can  do  a  better  job.  We've  already  got  our  own  group  working 
on  what  we  can  do  better  to  decide  what  goes  in  the  buildings. 

As  for  security,  if  you  have  one  quick  second 

Senator  Warner.  That's  a  very  important  subject.  Don't  move  too 
quickly  on  this. 

Mr.  Mecham.  Well,  I  worry  I'm  taking  your  time  here. 
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Senator  Warner.  We  just  had  that  tragic  incident  in  Boston,  was 
it,  of  a  letter 

Mr.  Mecham.  It  was  in  Chicago.  A  bomb  was  included  in  a  box. 
A  woman  judge  had  been  threatened  with  the  loss  of  her  life.  We've 
had  three  judges  assassinated  in  recent  years.  We've  had  hostages 
taken  in  a  court  in  Kansas.  We  had  a  shootout  on  a  parking  ramp 
in  a  court  in  Chicago.  The  staff  of  the  judiciary  is  at  greater  risk 
than  virtually  every  other  Federal  employee  in  the  United  States. 

But  for  some  reason,  when  this  executive  branch  building  secu- 
rity study  was  made,  nobody  from  the  judiciary  was  involved.  I 
don't  know  whether  they  even  consulted  us  along  the  way.  I  read 
the  statement  and  I  didn't  see  an5rthing  about  the  courts.  We  have 
multi-use  facilities  out  there.  The  judges  are  vulnerable.  The  GSA 
tries  to  tell  us  what  we  need  for  our  own  security. 

Now,  this  gets  us  right  back  to  where  we  were  10,  12  years  ago. 
Senator  Chafee  will  remember  this.  GSA  opted  out  of  providing 
court  security.  They  wouldn't  fund  it.  0MB  I  guess  put  the  screws 
to  them.  So  finally,  we  had  to  get  together  with  the  Attorney  Gen- 
eral and  Chief  Justice  Burger  and  Attorney  General  William 
French  Smith  got  together  and  made  a  treaty.  GSA  wouldn't  pro- 
vide security  forjudges  or  perimeter  security  forjudges. 

We  had  to  do  it  ourselves.  We  had  to  go  into  our  own  appropria- 
tion, get  funding  for  the  security  needs  of  the  judiciary,  which  now 
costs  $113  million.  GSA  should  have  been  paying  for  these  costs  by 
statute,  or  the  Marshal  should,  but  we  have  had  to  pay  for  it.  We're 
worried  now  as  we  see  this  security  issue,  and  I  think  GSA  did  a 
fine  job  in  responding  to  that  terrible  explosion  down  in  the  Alfred 
Murrah  Building  in  Oklahoma  City. 

But  now  we're  looking  at  the  courts,  we  think  that  every  court 
or  every  building,  multi-use,  where  there  is  a  court  ought  to  be 
viewed  as  a  level  four  facility,  with  the  highest  degree  of  security. 
GSA  doesn't  want  to  do  that. 

Now,  the  Deputy  Attorney  General,  Jamie  Gorelick,  has  said 
they  ought  to  do  it.  She  wrote  a  letter  to  GAO  2  weeks  ago.  You 
may  want  to  get  a  copy  of  that  letter.  We  think  the  courts  which 
are  most  vulnerable  ought  to  have  a  major  say-so  in  multi-use  fa- 
cilities. We've  got  local  committees  and  court  security  committees 
in  every  court  facility. 

Now,  GSA  wants  to  set  up  a  duplicating  committee.  I'm  not  sure 
that's  the  best  way  to  go.  I  would  hope  you  would  recommend  to 
GSA  to  support  the  Judiciary,  as  we  would  if  we  were  consulted. 
Maybe  we  will  be  at  some  point,  on  these  security  matters.  We 
have  some  thoughts.  Judge  Cowen  is  over  security  as  well  as  build- 
ings, and  I  think  he'll  have  some  good  thoughts. 

Senator  Warner.  I'll  ask  Administrator  Johnson  when  he  re- 
turns to  address  the  question  you  pose,  namely,  the  degree  to 
which  the  expertise  of  the  Federal  court  system  was  injected  into 
the  GSA  study  on  security. 

Mr.  Mecham.  That's  about  zero. 

Mr.  Chairman,  I  have  a  lot  I  could  say,  but  I  think  I've  taken 
too  much  of  your  time  already. 

Senator  Warner.  Well,  we've  been  joined  by  two  other  col- 
leagues, and  I'm  going  to  momentarily  defer  to  the  Chairman  and 
our  distinguished  colleague  from  Florida.  But  I  would  like  to  have 
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your  comments  on  the  11(b)  process.  There  are  six  1995  courthouse 
projects  currently  before  the  committee.  Five  of  these  are  11(b) 
projects. 

Mr.  Mecham.  You're  referring,  basically,  you  mean  the  process 
itself,  whether  we  think  it's  a  good  idea? 

Senator  Warner.  The  process  itself. 

Mr.  Mecham.  Well,  I  guess  if  I  were  a  Member  of  Congress,  I 
might  think  it  was  a  nice  way  of  doing  an  end  run  around  0MB, 
GSA,  and  your  committee.  It  depends  on  your  perspective.  Our  per- 
spective is,  if  it's  a  project  we  need  and  it's  critical  to  our  needs, 
I  have  to  admit  we  don't  really  worry  too  much  about  the  process. 
We  feel  you  should  be  worried.  As  long  as  it's  adequately  studied, 
meets  our  critical  needs,  11(b)  is  OK,  I  think.  But  your  committee 
may  have  different  views. 

Senator  Warner.  Let  me  forewarn  you  that  in  the  March  meet- 
ing that  you  should  be  cognizant  of  the  Senate  budget  resolution. 
There  will  be  a  301  reduction  in  your  courthouse  allocation.  All 
Government  buildings  will  take  a  reduction  and  you  should  famil- 
iarize yourself  with  that. 

Mr.  Mecham.  Indeed. 

Senator  Warner.  I'd  like  now  to  defer  to  our  distinguished 
Chairman,  the  junior  Senator  from  Rhode  Island. 

OPENING  STATEMENT  OF  HON.  JOHN  H.  CHAFEE, 
U.S.  SENATOR  FROM  THE  STATE  OF  RHODE  ISLAND 

Senator  Chafee.  Mr.  Chairman,  thank  you  very  much.  It's  nice 
to  see  Mr.  Mecham  back.  He's  a  powerful  advocate  for  his  cause, 
as  you  know,  very  well  informed  and  I've  had  the  privilege  of  work- 
ing with  him  over  several  years. 

We've  got  some  problems  here,  as  have  been  acknowledged.  I 
think  it's  wonderful  that  you've  plunged  into  this  problem  and  tried 
to  resolve  it. 

Senator  Warner.  Senator  Baucus  was  here  earlier  and  took  a 
very  active  participation  in  the  presentation  of  the  witnesses  also, 
Mr.  Chairman. 

Senator  Chafee.  Good.  So  thanks  for  what  you're  doing. 

Senator  Warner.  Thank  you  very  much. 

Senator  Graham. 

OPENING  STATEMENT  OF  HON.  BOB  GRAHAM, 
U.S.  SENATOR  FROM  THE  STATE  OF  FLORIDA 

Senator  Graham.  Thank  you,  Mr.  Chairman.  I  apologize  that  I 
was  not  able  to  be  here  for  the  earlier  part  of  this  hearing.  I  do 
have  two  comments.  One  is,  I  think  it  is  very  important  that  there 
be  a  clear  and  understandable  set  of  standards  by  which  the  deter- 
mination of  need  and  the  recommendation  as  to  the  dollars  and  re- 
sources required  to  meet  that  need  are  to  be  established. 

If  I  could  be  personal  for  a  moment,  for  a  number  of  years,  I 
chaired  a  State  legislative  committee  that  had  the  responsibility  of 
developing  standards  and  priorities  for  our  Florida  State  Univer- 
sity system.  That  was  a  rather  complicated  task,  dealing  with  the 
diversity  of  needs  of  a  growing  higher  education  system,  but  was 
one  that  I  think  produced  considerable  benefits,  one  of  which  was, 
we  had  almost  no  parochial  battles  over  whether  to  build  a  build- 
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ing  at  institution  A  as  opposed  to  B,  because  there  were  rational 
standards  that  everyone  had  agreed  to  in  advance  of  their  being 
appHed  to  a  specific  project. 

I  would,  we  do  not  seem  to  reach  that  standard  in  terms  of  Fed- 
eral courthouses.  I  would  urge  that  that  be  done,  and  I  would  hope 
that  at  one  of  our  future  meetings,  Mr.  Chairman,  that  the  ques- 
tions would  be,  what  are  these  specific  standards  and  let  us  have 
a  discussion  of  our  concurrence  with  the  recommendation  for  those 
standards,  and  then  what  falls  out  of  that  standard  setting  process 
in  terms  of  priorities  we  will  all  agree  to  live  with. 

The  second  point  is  that  I  do  come,  I'm  now  going  to  be  parochial, 
I  come  from  the  fastest  growing  large  State  in  the  country,  and  we 
have  several  projects  which  are  at  some  stage  of  completion. 
They've  been  funded  either  for  phases  of  design  or  for  phases  of  de- 
sign and  construction.  They  are  serving  communities  that  are  ex- 
ploding in  population  and  therefore  in  their  demands  on  the  Fed- 
eral judiciary. 

So  I  have  to  be  concerned  about  proposals  for  moratoriums  that 
would  essentially  suspend  consideration  of  meeting  the  needs  of 
those  communities  for  a  protracted  period  of  time.  I  appreciate  the 
fact  that  the  Chairman  has  taken  the  position  he  wants  to  main- 
tain a  strong  head  of  pressure  behind  this  process  to  get  it  moving. 
I  concur  in  that  and  hope  that  before  we  leave  here,  assuming  we 
ever  do  leave  here  this  year,  that  we  will  have  this  issue  if  not  re- 
solved at  least  the  most  urgent  cases  dealt  with  and  the  others 
triaged,  to  be  dealt  with  at  a  designated  time  later. 

Senator  Warner.  I  thank  the  Senator.  Of  course,  you're  well 
aware  that  the  Jacksonville  project  is  in  the  1995  list.  There  was 
site  acquisition  and  design  approval  by  this  committee  in  1994  at 
the  level  of  $10  million. 

What  I'm  recommending  to  the  Chairman  and  other  members  of 
the  committee  is  that  this  subcommittee  revisit  both  1995  and 
1996,  to  determine  what  could  be  done  and  then  part  of  our  deter- 
mination is  going  to  be  highly  influenced  by  further  evidence  com- 
ing from  both  the  judicial  counsel  and  the  General  Services  Admin- 
istration on  some  prioritization  and  certification  that  these  projects 
do  or  do  not  meet  the  current  criteria.  Recently,  Judge  Cowen  sub- 
mitted to  this  committee  some  information  relating  to  1995  and  in- 
formation on  1996  will  be  forthcoming.  Am  I  not  correct  on  that? 

Judge  Cowen.  You  are,  sir. 

Senator  Warner.  An3^hing  further,  Mr.  Chairman? 

Senator  Chafee.  I'd  just  like  to  ask  Mr.  Mecham  a  question  if 
I  might,  quickly,  Mr.  Chairman.  This  is  a  specific  situation,  and  I'm 
not  expecting  you  to  know  it,  but  if  you  could  check  into  it. 

This  deals  with  the  repairs  and  renovations  to  the  San  Juan 
courthouse,  of  which  I've  been  down  to  visit.  The  decision  was,  it's 
an  historic  building  and  downtown  and  there  are  problems  parking 
and  so  forth.  But  nonetheless,  because  of  its  historic  significance, 
it  is  worth  restoring  as  opposed  to  the  other  area  outside  of  San 
Juan,  I  forget  the  name  of  that  area,  where  you  put  some  court- 
houses. 

Mr.  Mecham.  Just  east  of  San  Juan.  I  know  what  you're  talking 
about. 
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Senator  Chafee.  My  question  was,  we  got  some  money  through 
here  for  a  design  study.  It  just  seems  to  me  it  takes  forever  to  get 
that  done.  Maybe  you  could  take  a  look  at  that  and  just  let  me 
know.  It  just  has  gone  on  far  longer  than  I  would  have  expected 
to  get  a  design,  and  indeed  the  costs  that  they're  coming  up  with 
are  astronomical,  as  you  know.  Are  you  familiar?  I  don't  know 
whether  you're  familiar  with  that.  Judge  Cowen,  or  not. 

Judge  CowEN.  I  wouldn't  know  the  details.  Mr.  Mecham  would, 
of  course. 

Senator  Chafee.  Well,  I'm  not  asking  you  to,  Mr.  Mecham,  if  you 
can  take  a  look  at  that  and  let  us  know. 

Mr.  Mecham.  We'll  be  pleased  to.  As  you  perhaps  know,  the 
Chief  Judge  of  the  First  Circuit  now  is  Judge  Torruella  from  San 
Juan.  He  is  pushing  very  hard  to  get  the  job  done.  He,  I  believe, 
is  the  first  Hispanic  circuit  judge  in  the  history  of  the  country,  and 
he's  a  fine  judge.  We'll  move  ahead  on  that. 

Senator  Warner,  could  I  impose  on  your  good  will  and  ask  a 
question  of  Senator  Graham,  a  rhetorical  one? 

Senator  Warner.  Well,  you  have  to  ask  him.  Sure. 

Mr.  Mecham.  You  have  Jacksonville  and  Tallahassee  on  your 
list.  I  just  wondered  if  you  could  help  us  prioritize  those,  which  one 
would  you  want  us  to  drop  or 

[Laughter.] 

Senator  Graham.  The  answer  is,  I  will  do  that.  I  do  not  consider 
myself  to  be  competent  to  do  it.  But  if  a  decision  has  to  be  made, 
I  think  a  decision  is  better  than  no  decision.  But  that's  exactly 
what,  I  think,  we  have  really  a  right  to  expect  you  to  do  because 
you're  in  so  much  better  position  to  make  those  kinds  of  judgments 
than  we  are.  I  think  our  side  of  that  bargain  ought  to  be  that  we 
would  give  considerable  deference  to  your  recommendations,  which 
is  a  side  I'm  prepared  to  undertake. 

Mr.  Mecham.  I  wish  I  hadn't  asked  the  question,  Mr.  Chairman. 

Senator  Warner.  Yes,  I  was  going  to  say,  my  dear  colleague,  you 
stated  it  precisely  as  I  did  a  few  minutes  before  your  arrival.  Be- 
cause I  indicated  that  the  Judicial  Counsel  and  the  Administrator 
of  the  Federal  court  system  has  a  whole  range  of  data  and  informa- 
tion not  possessed  by  the  Congress.  Their  contribution  is  to  give 
weight  to  the  consideration  and  we  in  the  Senate  make  the  final 
decision. 

Judge  Cowen,  it  was  indicated  that  Judge  Stahl  is  here.  Could 
we  recognize  him  and  does  he  have  a  statement  or  a  contribution 
you  wish  to  make,  Your  Honor?  Thank  you  for  coming. 

Judge  Stahl.  I'm  new  to  the  committee,  and  I  just  came  down 
to  Washington  this  morning.  I  will  be  more  knowledgeable  shortly. 

Senator  Warner.  Fine.  Thank  you  very  much. 

Senator  Graham.  I  wonder  if  the  Judge  would  comment  as  to 
whether  he  considers  his  state  of  education  to  have  been  advanced 
or  retarded  during  this  hearing? 

[Laughter.] 

Judge  Stahl.  I  think  I'll  stand  on  my  previous  statement. 

[Laughter.] 

Senator  Chafee.  Mr.  Chairman,  I  just  have  one  quick  question. 

That  was  an  interesting  statistic  you  came  up  with.  What  did 
you  say,  one-third  of  your  personnel  are  tied  up  in  pretrial? 
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Mr.  Mecham.  One-fourth  in  probation  and  pre-trial  services. 

Senator  Chafee.  One-fourth  are  tied  up  with  what? 

Mr.  Mecham.  Probation  and  pretrial  services.  Pretrial  services 
was  something  the  judiciary  did  not  seek.  It  was  mandated  by  the 
House  Judiciary  Committee.  They  got  it,  approved  an  appropria- 
tions statute.  We've  had  to  add  a  lot  of  people  and  take  on  a  lot 
of  functions,  which  again,  one  assumes  that  if  Congress  acts,  they 
must  want  the  results  of  what  they  act  to  do. 

Senator  Chafee.  Then  I  suppose  every  time  Congress  writes  me 
and  says  such  and  such  shall  be,  dealing  with  drugs  shall  be  a  very 
severe  Federal  offense,  more  and  more  people  come  falling  through 
your  buildings  in  connection  with  these. 

Mr.  Mecham.  Yes,  they  do. 

Judge  COWEN.  Federalization  has  unbelievably  increased  our 
subject  matter  jurisdiction  out  of  all  proportion  to  what  it  originally 
was. 

Mr.  Mecham.  Sentencing  guidelines  have,  as  well,  added  an 
enormous  workload  on  the  court  and  on  probation  officers,  who 
have  to  almost  be  partners  with  the  prosecuting  attorney  and  the 
defense  attorney  in  handling  cases — a  major  increase. 

Senator  Warner.  Yes. 

Senator  Graham.  Senator,  if  I  could  follow  up  on  that  point,  an 
issue  that  I  have  been  urging  with  singular  lack  of  success  for  the 
last  9  years  and  maybe  I  could  try  to  recruit  you  as  an  ally.  A  num- 
ber of  States,  including  my  own,  have  developed  a,  I  would  not  go 
so  far  as  to  say  a  mathematical  model,  but  it  approximates  that, 
which  attempts  to  estimate  the  downstream  implications  of  deci- 
sions within  the  justice  system. 

If  for  instance  the  city  of  Miami  adds  another  50  police  officers, 
you  can  anticipate  a  certain  number  of  additional  arrests.  You  can 
anticipate  the  impact  that  that  will  have  on  the  pretrial  process  of 
the  court  system,  on  public  defenders,  on  prosecutors.  And  through 
to  the  corrections,  probation,  and  parole  system. 

The  Federal  Government,  to  my  knowledge,  doesn't  have  any  ca- 
pacity or  apparently  has  not  shown  much  interest  in  developing 
that  kind  of  analytical  tool.  So  that  we  as  legislative  deci- 
sionmakers can  have  some  appreciation  of  what  the  total  con- 
sequences of  our  decisions  are  going  to  be.  Thus,  we  rather  blithely 
add  minimum  mandatory  sentences,  transfer  responsibilities  to  the 
judiciary  without  any  accountability  for  the  consequences  of  those 
acts. 

It  would  seem  to  me  it  would  be  very  much  in  the  interest  of  the 
judiciary  to  take  on  a  leadership  role  with  other  elements  of  the 
Federal  Government  which  would  include  the  Office  of  Manage- 
ment and  Budget,  the  Department  of  Justice,  and  the  other  pri- 
mary affected  agencies,  to  try  to  develop  such  a  capability  to  do 
consequential  analysis  of  decisions,  and  thus  at  least  be  in  a  posi- 
tion to  alert  the  Congress  to  what  the  implications  of  decisions  are 
going  to  be  and  maybe  even  influence  those  decisions  into  wiser 
and  more  reasoned  courses. 

Senator  Warner.  Thank  you  very  much. 

We  will  momentarily — just  a  minute  before  we  leave.  I've  got  to 
tell  my  own  little  story.  Saturday  of  this  past  week,  in  connection 
with  my  responsibilities  in  my  State,  I  visited  a  courthouse  that 
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was  built  in  1725.  It's  the  oldest  courthouse  in  America  that's  still 
in  operation  as  it  was  in  its  original  state. 

It's  interesting,  as  I  reflect  on  that  visit,  I  was  absolutely 
charmed  with  this  building.  I've  been  there  before,  but  each  time 
I  go,  I  go  back  and  re-look  at  it.  I  mean,  the  bricks  were  brought 
over  in  the  sailing  ships  as  ballast  for  the  sailing  ships  and  then 
utilized  for  construction.  They're  marvelous  bricks  on  color. 

But  it  was  a  simple  courtroom,  jury  box,  two  offices,  one  for  the 
judge  and  one  for  the  court  clerk.  Each  had  a  fireplace.  Somehow 
it  functioned  in  1725.  It  still  functions  today. 

Now,  they  have  built  some  buildings  contiguous  to  take  on  the 
other  added  responsibilities.  But  it's  interesting. 

Judge  COWEN.  Except  in  those  days,  there  was  no  such  thing  as 
RICO.  Every  trial  was  a  one-person  defendant  and  one  person 
plaintiff.  Say  we  had  multi-issue,  multi 

Senator  Warner.  Judge,  I  hear  you. 

[Laughter.] 

Senator  Warner.  I  knew  my  case  was  blown  away,  but  I  couldn't 
resist  that. 

Now,  we're  going  to  take  a  IV2  minute  recess  while  the  GSA 
steps  to  the  stand.  I'm  going  to  consult  with  my  chairman  on  a  dif- 
ferent matter. 

[Recess.] 

Senator  Warner.  We've  followed  a  somewhat  unusual  procedure 
here  this  morning.  Because  we  have  an  unusual  issue  facing  this 
committee,  the  reconciliation  of  different  viewpoints  as  to  how  to 
solve  a  problem.  We  wanted  to  give  Administrator  Johnson  the 
benefit  of  hearing  from  the  other  side  directly  and  then  having  a 
brief  reply. 

Mr.  Johnson.  Thank  you.  Senator. 

Let's  go  down  through  some  of  the  comments  made  by  Judge 
Cowen  and  Mr.  Mecham.  First  of  all,  the  Judge  commented  about 
my  criticism  of  the  planning  process.  I'm  sorry  that  was  misread. 
I  commended  the  planning  process.  I  was  criticizing  the  lack  of 
prioritization  as  a  part  of  that. 

Now,  as  to  that  particular  point,  the  projects  for  1995  and 
1996 

Senator  Warner.  Projects,  plural. 

Mr.  Johnson.  Projects,  plural,  these  lists  you  see  here.  Failing 
to  have  any  other  direction,  and  following  Senator  Graham's  logic, 
we  have  submitted  to  the  Congress  a  prioritization  list  of  each  of 
those.  Now,  I  agree  with  the  Senator,  I  don't  think  we're  as  com- 
petent to  do  that  as  having  the  judges  do  that,  and  that  we  would 
comment  on  it.  But  there  is  a  list,  it's  in  the  budget,  the  Congress 
has  a  copy  of  the  list  and  so  does  the  Administrator  of  the  Office 
of  the  Courts. 

Senator  Warner.  This  morning  the  judiciary  has  stepped  for- 
ward, the  judicial  branch  of  our  Government,  in  saying  they  will 
be  an  active  partner  in  the  prioritization  process,  down  to  the  spe- 
cifics of  one,  two,  three,  four? 

Mr.  Johnson.  Yes.  And  we  look  forward  to  the  1997  list. 

Senator  W^arner.  Correct. 

Mr.  Johnson.  Now,  I  would  just  make  the  point,  that  I  under- 
stand and  I  hope  it's  clear  to  all  people  involved  here  the  problems 
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that  exist  in  this  process,  particularly  since  you've  just  heard  that 
the  Administrative  Office  of  the  Courts  have  to  go  back  to  their 
larger  group  to  get  approvals.  That  March  meeting  is  quite  late, 
however,  in  the  budget  process.  We  will  have  to  submit  in  January 
the  budget  to  Congress.  Now,  obviously,  it  doesn't  have  to  be  acted 
on  for  some  time.  But  that  list  of  prioritizations  will  come  from  the 
courts  well  into  the  process. 

I  would  hope  we  could  put  in  place  a  process  so  that  in  ensuing 
years,  the  prioritization  list  could  be  finished  before  the  end  of  De- 
cember of  each  year,  so  it  could  in  fact  be  available  through  the 
whole  budgeting  process,  but  we  will  take  it  3  months  late  rather 
than  not  at  all.  It  would  be  advantageous  if  the  courts'  prior- 
itization list  was  available  during  the  entire  budget  preparation 
process.  A  process  that  begins  over  6  months  prior  to  the  Budget's 
submission  to  Congress  in  late  January. 

Second  point,  I  just  want  to  clarify,  the  $20  million  cost  of  delay- 
ing projects  that  the  Senate  has  suggested  be  delayed — the  $20 
million,  is  a  pro  forma  number.  I  can't  tell  you  that  it  will  cost 
more  or  less.  The  number  that  we  submitted  is  based  on  the  follow- 
ing. It's  an  assumption  that  if  there  is  an  8-month  delay,  which  is 
in  the  Senate  language,  inflation  at  3  percent,  eight-twelfths  of  3 
percent  times  the  project  cost  yields  $20  million. 

Now,  clearly  if  inflation  is  zero,  or  if  in  the  particular  areas  of 
the  country  where  the  courts  are  going,  costs  are  different  from  in- 
flation, the  costs  will  be  different.  But  there  is  no  specific  cost  asso- 
ciated with  these  delays.  We  have  no  contracts  yet.  There  is  no 
penalty.  I  just  wanted  to  clarify  that  piece  of  data. 

We  began  early  on  with  bringing  in  architects  and  developers.  I 
surely  would  commend  the  courts  if  we're  going  to  do  that  over 
again.  I  don't  think  it's  ever  too  late  to  learn  more.  The  rental  is- 
sues that  were  brought  up,  rentals  are  determined  on  courts  the 
same  way  they  are  on  any  Federal  buildings.  The  data  that  the 
money  just  goes  to  somebody's  profit  is  erroneous.  The  moneys  that 
are  in  the  formula  for  rentals  in  courts,  particularly,  those  moneys 
go  for  repairs,  earthquake  protection,  security,  and  for  funding  fu- 
ture buildings,  which  courts  are  a  part  of. 

So  there  is  no  profit  there  of  any  sort.  The  fact  that  the  courts 
were  not  building  courts  for  many,  many  years,  I  understand  that, 
that's  a  past  history.  But  I  just  wanted  to  clarify  that  that  formula 
is  the  same  for  all  Federal  buildings.  There  is  no  profit  there. 
That's  where  the  funds  come  from  because  Congress  has  chosen  to 
do  it  that  way  for  buildings  and  repairs. 

Relative  to  judges  not  being  involved  in  the  decision  processes  of 
courts,  they  are  involved  to  the  same  degree  other  elements  of  the 
community  are  involved.  Now,  there  may  be  conditions  or  situa- 
tions where  we  have  not  involved  judges  as  we  should  have.  Those 
we  would  also  like  to  know  about.  It's  our  intent,  and  my  direction 
since  I've  been  here  that  I  want  communities  much  more  involved 
in  the  planning  of  Federal  buildings.  That  includes  office  buildings, 
that  includes  mayors  and  local  communities,  and  certainly  includes 
our  customers,  which  in  this  case  would  be  the  judiciary.  They 
should  be  involved.  They  will  be  involved,  period. 

There  is  an  issue  which  there  still  is  a  potential  for  disagree- 
ment, although  in  the  3  years  I've  been  here,  the  incidence  has  re- 
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duced  dramatically.  That  is  the  issue  when  there  is  a  disagreement 
on  some  particular  design  or  furnishing.  For  example,  in  our  stand- 
ards there  are  standard  carpets,  just  as  when  you  buy  a  home. 
There  are  standard  light  fixtures.  There  are  standard  furnishings. 
Courts  have  these  standards  as  well. 

There  is  an  opening  there  that  says  that  if  someone  doesn't  want 
those  standards,  they  can  "upgrade",  just  as  you  and  I  could,  but 
they  pay  for  it.  So  that  has  happened  less  and  less,  I  understand, 
in  the  last  3  years.  That  is  a  hole,  if  you  will,  or  a  loophole,  in  the 
whole  Federal  buildings  program.  If  an  agency  is  building  a  build- 
ing, we  have  standards  that  say  this  is  what  it  should  cost.  If  they 
should  decide  to  upgrade,  and  they  could  get  their  own  committee 
to  appropriate  extra  money,  they  can  achieve  those  ends.  I  don't 
know  if  the  Senate  wants  to  address  that  issue,  but  I  point  that 
out  to  you. 

The  "time  out  and  review"  that  was  commented  on,  and  alleged 
that  the  proposed  delay  would  be  another  one  of  those,  I  think  that 
completely  misreads  my  intent  here.  We  are  not  going  to  go  back 
and  review  any  of  those  projects.  The  proposal  that  I've  made  is  on 
the  premise  of  my  own  experience.  It  says  when  you  want  to  get 
some  people  together,  and  they  have  some  disagreements,  there 
ought  to  be  some  incentive  for  them  to  agree. 

I  have  no  intent  here  to  go  back  and  review  any  of  the  buildings. 
We've  done  that.  I  agree  with  Mr.  Mecham,  until  hell  freezes  over, 
I  think  they're  good  costs  for  what  the  designs  are  now.  Whether 
or  not  we  want  to  put  on  any  incentive  or  penalty  for  not  coming 
to  agreement,  as  you  said,  Senator,  I  would  suggest  that  we  get 
guidance  from  the  Congress  on  that. 

Security,  that's  a  great  concern  to  me.  We  acted  on  the  basis  of 
the  Department  of  Justice  committee  that  was  put  together  at  the 
request  of  the  President.  That  committee,  which  is  the  Vulner- 
ability Assessment  Committee,  and  this  is  from  the  report  of  June 
28,  1995,  comprised  the  following  agencies:  U.S.  Department  of 
Justice,  U.S.  Marshal  Service,  Federal  Bureau  of  Investigation, 
GSA,  Department  of  Defense,  Secret  Service,  Department  of  State, 
Social  Security  Administration  and  the  Administrative  Office  of  the 
U.S.  Courts. 

The  Administrative  Office  of  the  U.S.  Courts,  and  therefore  I  pre- 
sume the  judiciary,  were  involved  in  all  of  the  decisions.  The  deci- 
sion of  what  was  a  level  four  building,  or  a  high  risk  building,  was 
made  by  this  group,  not  GSA.  We  were  directed  to  follow  their  in- 
struction. So  we  followed  what  they  described  as  level  four  build- 
ings, and  went  out,  as  was  prescribed,  and  established  security 
committees  in  each  of  those  buildings,  which  included  security  com- 
mittees in  the  courts. 

So  the  process  that  has  been  gone  through  is  one  that  they  had 
full  participation  in.  We  may  not  have  agreed.  But  I  would  like  to 
clarify  that  it  was  not  GSA  directed  or  GSA  ordered  or  GSA  that 
they  were  disagreeing  with.  In  fact,  I  asked  the  same  question  that 
Mr.  Mecham  raised,  and  he  said  that  he  thought  all  courts  should 
be  Level  4.  I  asked  that  question  because  it  appeared  to  me  that 
that  would  be  something  we  probably  ought  to  look  at. 

It  turns  out,  there  would  have  been  added  another  300  court 
buildings  to  the  400  buildings  we  first  studied.  We  may  want  to 
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proceed,  and  I  will  ask  people  if  we  can  do  this,  as  we  look  at  the 
next  level  buildings,  one  through  three,  and  maybe  we  peel  the 
courts  out. 

Although  the  whole  report  is  not  due  until  February,  maybe  we 
could  get  those  reports  peeled  out  sooner.  Because  I  think  I  agree 
with  them,  courts  are  in  a  different  security  situation  from  other 
buildings.  Just  because  they're  smaller  or  what  have  you  may  not 
be  an  adequate  assessment  of  the  real  risk. 

The  point  is,  those  are  not  our  judgments  and  decisions.  They 
were  directed  by  the  vulnerability  assessment  committee. 

Senator  Warner.  That  document  indicates  that  they  were  a  par- 
ticipant in  that  study,  and  that  study  is  the  guidelines  that  you 
have? 

Mr.  Johnson.  Yes.  That's  right. 

Senator  Warner.  I'll  offer  Mr.  Mecham  an  opportunity,  if  he 
wishes  to  revise  his  comment  as  soon  as  you  are  completed.  Be- 
cause I  think  there  is  nothing  more  important  before  this  commit- 
tee of  the  U.S.  Senate  than  to  facilitate  the  executive  branch  and 
the  judicial  branch  in  its  measures  to  address  security,  period. 

Mr.  Johnson.  The  only  other  final  comment  I  have.  Senator,  is 
that  it  is  this  Administrator's  intent  to  bring  together  people,  not 
to  divide  them.  I  think,  as  I  said  before,  and  I  will  reiterate,  there 
has  been  great  progress  made  with  the  courts  in  my  view.  We  have 
brought  people  together  who  previously  wouldn't  talk.  We  have 
brought  issues  to  the  table.  They  have  brought  issues  to  the  table 
through  Mecham's  efforts  and  others  that  previously  were  not 
discussable.  So  I  think  there's  been  great  progress  made. 

My  intent  here  is  to  try  to  get  closure  to  what  I  think  are  the 
last  5  percent  of  the  issues,  but  like  in  many  things,  in  my  experi- 
ence, the  last  5  percent  is  where  the  great  progress  can  be  made. 
I  think  we're  95  percent  there.  I  hope  we  can  find  a  vehicle  to  get 
closure  on  the  other  5  percent.  It  looks  like  we  have  closure  on  the 
prioritization,  even  here  today.  So  that,  if  that's  all  we  did,  it's  a 
useful  process. 

Senator  WARNER.  I  think,  if  I  might  be  a  little  facetious,  that  it 
would  be  helpful  if  you  and  Mr.  Mecham  had  a  little  lunch,  and  I'll 
pay  for  the  martinis,  if  you  two  fellows 

[Laughter.] 

Mr.  Johnson.  As  long  as  they're  not  bugged.  Senator. 

Senator  Warner.  No,  they're  not  going  to  be  bugged. 

Mr.  Johnson.  I  noticed  a  little  vehicle  to  bug  olives  in  martinis 
the  other  day. 

Senator  Warner.  Thank  you  very  much,  Mr.  Johnson. 

Would  you  like  to  address  that  one  point  on  this  security  review? 
Because  security  is  very,  very  important. 

Mr.  Mecham.  As  far  as  true  consultation  goes,  putting  your 
name  on  a  folder  doesn't  necessarily  invoke  and  mean  consultation. 

Senator  Warner.  It  apparently  is  not  the  fault  of  the  GSA.  It's 
the  organization  that  convened  this  security  panel. 

Mr.  Mecham.  I'm  not  going  to  condemn  anybody.  But  we  had  two 
people  invited  to  a  preliminary  planning  meeting,  and  that  was  all. 
We  never  saw  the  report,  we  didn't  get  a  chance  to  comment  on  it. 
Had  we  done  so,  we  would  have  had  a  lot  of  suggested  changes,  as 
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Jamie  Gorelick,  the  Deputy  Attorney  General,  has  recommended, 
as  well. 

So  we  don't  feel  like  we  were  consulted.  If  we  had  been,  I  can 
assure  you  that  all  courts  would  have  been  called  level  four  for  se- 
curity purposes.  One  of  our  biggest  problems  with  security  is  with 
a  multi-use  facility.  We  can't  control  it.  GSA  does,  through  the  Fed- 
eral Protective  Service.  Judge  Stahl,  for  example,  just  told  me  in 
his  court  they  get  no  security  after  5  o'clock  at  night.  Well,  our 
judges  and  their  staffs  work  a  lot  longer  than  that.  Secretaries 
have  to  go  home  at  night,  no  peripheral  security.  That's  true  across 
the  country.  It's  one  of  the  biggest  gripes  our  judges  have. 

Senator  Warner.  OK.  It  is  the  responsibility  of  the  Congress  to 
reconcile  differences  between  two  branches  of  the  Government. 
Now,  I  know  Attorney  General  Gorelick,  worked  with  her  when  she 
was  in  the  Navy  Department. 

Mr.  Mecham.  Oh,  yes. 

Senator  Warner.  I  will  personally  address  to  her  this  issue.  My 
comment  will  be,  try  and  reconcile  such  differences  and  make  sure 
that  the  expertise  which  obviously  is  in  the  judicial  branch  is  fully 
infused  into  this  repoH,  for  which  she  has  the  responsibility  of  im- 
plementing, as  a  report. 

Mr.  Mecham.  In  fairness  to  the  Deputy  Attorney  General,  she 
has  been  very  helpful  to  us  and  has  supported  our  position. 

Senator  Warner.  Then  where's  the  fault? 

Mr.  Mecham.  I  don't  know  if  there  is  any  fault.  It  would  have 
been  better  if  we  had  been  involved  in  the  consultation.  We're 
going  to  try  and  improve  the  process  and  make  sure  we  get  better 
security. 

Senator  Warner.  Well,  let  me  ask  if  this  is  the  means  to  do  it? 
The  report  is  available  yet  for  distribution  to  other — Beg  pardon? 

Mr.  Johnson.  It's  been  out  for  several  months. 

Senator  Warner.  Well,  would  you  be  willing  to  allow  them  to 
submit  to  you  their  comments  on  suggested  changes  or  alterations 
of  it? 

Mr.  Johnson.  Of  course.  But  they  should  also  go  back  to  the  Jus- 
tice Department. 

Senator  Warner.  Fine.  Would  you  be  willing  to  do  that? 

Mr.  Mecham.  Oh,  we  have  been.  We've  already  commented. 
We've  already 

Senator  Warner.  You've  already  done  it. 

Mr.  Mecham  [continuing].  The  Justice  Department  and  the  U.S. 
Marshal  Service.  We  feel  U.S.  Marshals  should  be  much  more 
heavily  involved  whenever  buildings  involve  judges  and  courts. 

Senator  Warner.  All  right,  fine.  If  you've  done  that,  wherein  is 
the  problem  that  this  support  falls  short  to  give  you  adequate  secu- 
rity? 

Mr.  Mecham.  It's  a  matter,  I  think,  of  timing  now.  We  were  left 
out,  we're  going  to  be  included,  I'm  sure.  I  think  no  one  was  mali- 
cious about  it,  and  I  don't  think  anybody  is  trying  to  sabotage  us 
or  anything.  I  think  it  will  work  out. 

Senator  Warner.  Ladies  and  gentlemen,  you  just  have  to  take  it 
upon  yourselves  to  make  the  thing  work. 

Mr.  Mecham.  Can  I  make  one  more  comment  in  conclusion? 

Senator  Warner.  Yes,  sure. 
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Mr  Mecham.  One  was  the  element  of  planning.  I  think  we're  all 
making  good  progress  there.  But  if  this  committee  would  like  our 
distilled  advice,  it  is,  don't  be  the  first  one  in  Government  to  tn^ 
long-range  planning.  Because  it  makes  you  exposed,  you  get  GAO 
reports  about  you.  It's  better  to  be  like  GSA  and  not  have  a  plan 
than  it  is  for  us  to  get  out  with  a  plan. 
Thank  you.  „  ,  ^     .  ^.         „ 

Senator  WARNER.  All  right.  We  will  have  further  questions  for 

you  to  answer. 

[Response  by  Mr.  Mecham  to  an  additional  question  tollows:J 
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ADMlNlSlbVkJ^<3^IC;p  OF  THE 

WASHINGTON.  DC   20544 


November  20, 1995 


Honorable  John  W.  Warner 

Chainnan,  Subcommittee  on  Transportation 

and  Infrastmcture 
Committee  on  Environment  and  Public  Works 
United  States  Senate 
41 5  Hart  Senate  Office  Building 
Washington,  D.C.  20510 

Dear  Mr.  Chainnan: 

Last  week  you  wrote  to  Judge  Robert  E.  Cowen  and  me,  asking  that  w-e  respond  to  a 
question  from  Senator  Chafee  in  coDJunction  with  the  November  2  hearing  before  your 
subcommittee  on  courthouse  construction  issues.  We  appreciated  appearing  before  the 
subcommittee  and  are  glad  to  respond  to  this  question  for  the  hearing  record. 

Judge  Cowen  and  I  have  confened  on  the  questioa  Enclosed  is  our  response,  which  I  am 
forwarding  on  behalf  of  both  of  us.  If  you  need  any  further  information,  please  let  me  know. 

Sincerely, 


L.  Ralph  Mecham 
Director 


Enclosure 


11-20-95    07:07PM       P002    #02 
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Response  to  Question  from  Senator  John  H.  Chafee 

Chainnan,  Senate  Committee  on  Environment  and  Public  Works 

For  Record  of  Hearing  Before  Subcoounittce  on  Transportation  and  Infrastructure 

November  2, 1995 


Question: 

Your  testimony  indicates  a  willingness  to  bring  Congress,  GSA  and  the  judiciary  to  the 
table  to  make  key  decisions  with  respect  to  future  courthouse  construction.  Although 
Administrator  Johnson  has  similar  ideas,  you  have  not  reached  an  agreement  with  him  because  of 
his  recommendation  not  to  proceed  with  construction  before  the  key  decisions  are  made.  Are 
you  currently  working  with  GSA  to  reach  agreement? 

Response: 

Yes,  we  are  working  with  GSA.  We  (Judge  Robert  E.  Cowen  and  L.  Ralph  Mechara) 
have  scheduled  a  working  lunch  with  Roger  Johnson,  GSA  Administrator,  in  December  to  defme 
issues  on  which  we  need  to  be  working,  either  individually  or  together.  N'Ir.  Mecham  has  also 
suggested  that  he  and  Mr.  Johnson  meet  on  a  scheduled,  regular  basis  after  that  to  make  sure  that 
communication  remains  constant. 

One  of  the  immediate  concerns  expressed  by  GSA  and  Congress  was  that  the  judiciary 
prioritize  or  rank  the  cotathouse  construction  projects  which  are  requested  each  year.  As 
reported  during  the  hearing,  the  Judicial  Conference  recently  approved  a  five-year  plan  which 
prioritizes  courthouse  projects  by  year.  On  November  16,  the  judiciary  submitted  to  the 
subcommittee  a  list  ranking  all  of  the  FY  1995  and  1996  projects  currently  pending  for 
authorization.  This  was  the  first  time  the  judiciary  has  ranked  projects  within  a  given  year  and 
we  anticipate  doing  that  for  all  future  years.  We  trust  that  these  actions  will  resolve  the 
prioritization  concern. 

Other  concerns  expressed  by  GSA  and  Congress  involve  revisions  to  the  U.S.  Cflurta 
Design  Guide  and  whether  the  judiciary  can  use  .space  more  efSciently.   Again,  we  are 
begituiing  a  process  to  request  input  from  architects  and  engineers  who  have  worked  with  the 
design  guide  in  recent  years.   They  will  be  asked  what  has  worked  well,  what  hasn't,  and  where 
efficiencies  can  be  achieved  in  relation  to  space  utilization  and  costs.  This  is  an  effort  which 
should  involve  GSA.  They  have  already  agreed  at  the  staff  level  to  participate.  We  continue  to 
meet  with  Members  of  Congress  to  discuss  their  design  concerns  and  will  take  all  of  them  into 
account  as  we  consider  further  revisions  to  the  Design  Guide. 

When  we  testified,  we  outlined  several  other  initiatives  already  underway  within  the 
judiciary  to  reduce  the  space  we  use  and  the  cost  of  that  space.  These  are  areas  which  are  within 
the  responsibility  of  the  judiciary  and  we  will  keep  Congress  informed  of  our  progress. 
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We  hope  that  GSA  will  address  those  areas  of  responsibility  which  fall  within  their 
expertise,  such  as  GSA's  procurement  processes  and  construction  standards.    These  are  areas 
which  lie  outside  of  our  ejqjertise  or  experience   There  is  no  benefit  to  be  had  from  federal 
judges  discussing  these  issues  with  GSA. 

In  light  of  the  steps  which  have  recently  been  taken  or  are  now  underway,  we  believe 
there  is  no  need  to  place  a  moratorium  on  the  courthouse  projects  currently  pending  before  your 
subcommittee.  We  also  fail  to  see  any  benefit  from  the  establishment  of  another  panel  or  group 
to  study  what  needs  to  be  done. 
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Senator  WARNER.  We'll  now  invite  the  GSA's  Deputy  Inspector 
General,  Mr.  Gallay,  to  come  to  the  witness  table.  Thank  you  very 
much  for  your  patience. 

STATEMENT  OF  JOEL  S.  GALLAY,  DEPUTY  INSPECTOR 
GENERAL,  GENERAL  SERVICES  ADMINISTRATION 

Mr.  Gallay.  Thank  you.  I  would  like  to  introduce,  accompanying 
me  today,  William  Whyte,  our  Assistant  Inspector  General  for  Au- 
diting, and  to  my  immediate  left.  Gene  Waszily,  the  Deputy  Assist- 
ant Inspector  General  for  Auditing. 

I  appreciate  the  opportunity  to  come  here  today  to  discuss  the  re- 
sults of  our  recent  report  on  GSA's  major  construction  projects.  In 
April  of  last  year 

Senator  Warner.  Excuse  me,  when  I  spoke  of  my  courthouse,  I 
omitted  to  give  the  designation.  It's  the  King  William  Courthouse 
in  King  William  County. 

Mr.  Gallay.  In  April  of  last  year,  following  a  series  of  press  arti- 
cles and  expressions  of  Congressional  concern  about  improper  ac- 
tivities on  past  Federal  building  projects,  GSA's  Administrator 
asked  our  office  to  conduct  a  review  of  bidding  and  contracting 
practices  on  major  building  projects. 

To  address  the  Administrator's  concerns  relating  to  these  poten- 
tial improprieties,  first  we  studied  the  entire  construction  process 
from  the  identification  of  a  need  for  additional  new  space  to  the  ac- 
tual delivery  of  the  completed  building.  Using  this  information,  we 
assessed  the  specific  phases  of  the  process  which  we  regarded  as 
being  the  most  vulnerable  to  fraud  or  manipulation  or  undue  influ- 
ence. 

We  then  developed  audit  tests  designed  to  specifically  detect  any 
such  improprieties.  We  selected  18  building  projects  which  have 
been  active  since  1988  as  our  review  sample.  Then  we  conducted 
detailed  record  reviews  and  audit  testing  of  the  specific  phases  of 
each  of  these  projects.  We  chose  the  projects  either  because  of  their 
size  or  because  they  had  been  the  subject  of  some  negative  cov- 
erage or  expressions  of  concern  from  Congress. 

Our  review  was  not  focused  specifically  on  courthouse  construc- 
tion. But  9  of  the  18  projects  which  we  selected  for  review  included 
developing  space  for  the  Administrative  Office  of  the  U.S.  Courts. 
I  want  to  stress  that  while  our  review  did  find  shortcomings  in  the 
processes  and  procedures  which  were  used  in  the  development  of 
general  office  space  and  of  courthouse  facilities,  the  scope  of  our 
work  wasn't  designed  to  and  shouldn't  be  regarded  as  a  basis  for 
drawing  broad  conclusions  about  the  overall  efficacy  of  GSA's  court- 
house construction  program.  We  did,  however,  find  in  our  report 
that  there  were  specific  issues  related  to  the  development  of  court- 
houses that  were  problematic  and  I  will  speak  to  these. 

Our  audit  tests  found  no  evidence  that  contract  awards  have 
been  directed  to,  modified  or  otherwise  manipulated  to  benefit  spe- 
cific contractors  or  development  teams.  The  study  did,  however, 
identify  several  aspects  of  the  construction  process  where  policy 
was  regarded  as  inadequate,  or  where  the  failure  to  follow  existing 
procedures  resulted  in  inefficiencies,  time  delays  or  added  costs  to 
completion  of  the  project.  The  shortcomings  varied  by  project,  but 
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individually  they  were  sufficiently  significant  to  warrant  manage- 
ment attention. 

In  part,  some  of  the  weaknesses  can  be  explained  by  the  fact  that 
each  of  GSA's  11  regional  offices  have  fairly  broad  latitude  in  the 
management  of  the  individual  construction  projects  within  their  re- 
spective areas  of  responsibility.  We  appreciate  the  importance  of 
keeping  management  close  to  the  work  and  close  to  the  client.  But 
we  did  see  a  need  for  more  centralized  guidance  of  the  process,  and 
a  broader  sharing  of  the  lessons  learned.  This  would  enable  other 
regions  to  identify  and  employ  the  best  practices  that  have  been 
identified  and  to  avoid  those  pitfalls  when  they  begin  their  projects. 

Our  report  makes  clear  that  not  all  the  shortcomings  within  the 
major  construction  program  stem  from  within  GSA.  Project  times 
frames  from  the  initial  concept  to  actual  delivery  of  a  building  can 
extend  over  several  years.  Along  this  path,  GSA  must  adjust  and 
in  some  instances  completely  rework  its  plans  based  upon  the 
changing  needs  of  the  clients,  or  to  comply  with  specific  Congres- 
sional instructions  coming  from  both  appropriation  or  authorization 
language.  These  kinds  of  delays  or  midstream  revisions  to  the 
projects  can  and  do  lead  to  substantial  increases  in  costs. 

One  problematic  aspect  of  planning  relating  specifically  to  the  de- 
velopment of  courthouses  is  the  recent  trend  to  define  new  space 
requirements  in  terms  of  long-term  perceived  needs.  Some  of  the 
specific  projects  we  examined  called  for  building  courthouse  facili- 
ties which  were  designed  to  satisfy  space  requirements  anticipated 
for  some  20  to  25  years  into  the  future.  As  a  result,  some  of  the 
newly  completed  buildings  have  courtrooms  and  ancillary  spaces 
which  are  likely  to  remain  unused  or  underutilized  for  many  years 
into  the  future. 

Although  this  was  not  a  matter  specifically  highlighted  in  detail 
in  our  report,  we  strongly  believe  that  it  warrants  attention  in  any 
future  studies  of  courthouse  planning  and  development. 

In  the  area  of  selecting  developers  to  build  specific  projects,  again 
while  we  found  no  wrongdoing,  we  did  find  that  frequently  client 
agency  representatives  had  substantial,  and  at  times  disproportion- 
ate, influence  on  decisions.  This  also  carried  over  to  influencing  the 
selection  of  building  finishes  and  fit-out  materials. 

In  terms  of  dollar  value  and  the  frequency  of  special  requests, 
the  client  most  likely  to  request  that  GSA  upgrade  facilities  and 
finishes  of  buildings  was  the  U.S.  courts.  Their  requests  have 
added  several  millions  of  dollars  to  the  costs  of  delivering  individ- 
ual projects.  Most  disconcerting  is  the  long-term  trend  in  court- 
house design  philosophy  which  has  defined  in  increasingly  grand 
terms  what  is  considered  standard  for  incorporation  in  the  newer 
court  facilities. 

This  causes  several  major  concerns.  First,  extensive  upgrades 
generate  substantial  and  often  unnecessary  costs.  They  can  also 
create  ill  will  and  perceptions  of  Government  waste  when  details 
of  what  seem  to  be  extravagant  or  inappropriate  expenditures  be- 
come publicly  known.  Second,  it  places  GSA  in  the  conflicting  pos- 
ture of  trying  to  meet  the  needs  and  expectations  of  its  clients  and 
at  the  same  time  fulfill  the  role  of  being  the  steward  of  public 
funds. 
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Finally,  and  equally  as  important,  building  enhancements  in  sev- 
eral instances  have  increased  costs  to  such  an  extent  that  the  an- 
nual rental  payments  on  some  projects  are  inadequate  to  pay  for 
the  building's  operations  and  to  provide  for  debt  service.  They  are 
not  able  to  pay  for  themselves.  As  a  result,  these  deficits  force  GSA 
to  withdraw  additional  moneys  from  the  Federal  Buildings  Fund  to 
make  up  for  these  losses. 

Left  unchecked,  if  the  number  of  negative  cash-flow  buildings 
continues  to  increase,  these  losses  could  impair  the  overall  finan- 
cial soundless  of  the  Federal  Buildings  Fund.  Moreover,  such  use 
of  funds  to  cover  losses  means  that  revenues  paid  into  the  Federal 
Buildings  Fund  by  some  agencies  are  being  used  to  subsidize  the 
buildings  and  projects  of  others.  It  also  causes  other  projects  which 
are  needed  to  be  postponed. 

Our  report  contains  specific  recommendations  to  enhance  the  ef- 
fectiveness of  the  various  aspects  of  the  construction  program.  The 
central  theme  of  our  recommendations  is  that  GSA  needs  to 
strengthen  its  oversight  to  ensure  that  public  funds  are  spent  wise- 

ly. 

Many  of  the  issues  raised  in  our  review  are  being  addressed.  Ad- 
ministrator Johnson's  Time  Out  and  Review  program,  designed  to 
reassess  and  redefine  pending  construction  projects,  and  the  more 
recently  created  Courthouse  Management  Group,  formed  to  bring 
a  national  focus  to  program  efficiency  and  cost  effectiveness,  are 
two  very  positive  steps  initiated  well  before  completion  of  our  re- 
view. 

Clearly,  to  address  all  these  issues  fully  will  require  the  involve- 
ment and  commitment  of  GSA,  its  client  agencies,  including  the 
courts,  and  the  Congress.  We  are  pleased  with  how  GSA  has  re- 
acted to  our  report,  and  will  be  pleased  to  provide  any  additional 
assistance  needed  to  move  the  program  forward. 

Senator  Warner.  Thank  you  very  much,  Mr.  Gallay.  Your  report 
has  been  an  important  factor  in  what  I  would  call  the  increased  at- 
tention by  the  Congress.  I  would  like  to  submit  to  you,  given  the 
hour,  I  have  to  depart,  some  questions  for  the  record.  I  reserve  the 
right  of  my  colleague,  the  Senator  from  Montana,  to  do  the  same. 

Mr.  Gallay.  Certainly,  Senator.  We  would  be  pleased  to  respond 
to  them. 

[Responses  to  additional  questions:] 

Responses  by  Joel  Gallay  to  Questions  of  Senator  Warner 

1.  Question:  In  your  report  you  indicated  that  because  of  the  way  that  they  evolve, 
11(b)  reports  may  have  to  be  prepared  within  short  time  frames.  You  also  leave  rea- 
son to  believe  that  they  may  be  less  reliable  forecasters.  Would  this  indicate  that 
the  Inspector  General  does  not  believe  that  11(b)  studies  accurately  reflect  or  fore- 
cast the  need  for  these  projects? 

Answer:  The  11(b)  process  in  itself  is  not  an  inhibitor  to  sound  planning.  Problems 
do  arise  when  GSA  does  not  complete  a  full  analysis  before  reaching  a  decision.  We 
found  that,  in  some  cases,  GSA  prepared  11(b)  reports  that  did  not  make  full  disclo- 
sures, did  not  contain  economic  analyses  and  lacked  projected  requirements  from  cli- 
ent agencies.  Whenever  a  full  assessment  of  the  space  requirements  for  a  specific 
geographic  area  is  not  completed,  it  increases  the  risk  that  the  decisions  reached 
will  be  less  than  optimal. 

2.  Question:  In  your  testimony,  you  mention  that  by  building  courthouse  facilities 
based  on  space  requirements  for  20-25  years,  some  completed  buildings  will  have 
unused  or  underutilized  space.  Do  you  believe  that  this  is  a  matter  which  warrants 
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further  investigation  by  this  committee?  Should  we  build  for  space  need  require- 
ments in  a  smaller  time  frame? 

Answer:  We  believe  it  preferable  to  build  to  meet  shorter  term  space  require- 
ments, perhaps  5  but  no  more  than  10  years  into  the  future.  Beyond  that  time- 
frame, technological  advances,  changes  in  mission  requirements  and  even  changes 
in  the  population  served  by  the  facinty,  more  than  likely  will  have  redefined  space 
requirements. 

One  promising  approach  that  we  have  seen  incorporated  in  some  more  recent 
projects  is  the  use  of  designs  that  consider  the  longer  term  space  requirements  of 
the  courts  but  have  created  interim  plans  to  house  other  Federal  employees  in  cur- 
rently unneeded  space.  In  future  years,  when  the  courts  are  ready  to  expand,  GSA 
relocates  the  other  employees  and  completes  construction  of  the  courtrooms. 


Responses  by  Joel  Gallay  to  Questions  of  Senator  Chafee 

1.  Question:  Nine  of  the  18  projects  selected  for  review  in  the  IG  Report  were 
courthouses.  On  average,  did  your  review  find  a  disparity  between  the  construction 
practices  for  courthouses  versus  the  practices  for  non-courthouses? 

Answer:  The  unique  design  of  courtroom  space  and  its  specialized  support  facili- 
ties make  courthouse  construction  substantially  more  costly  than  producing  stand- 
ard office  space.  In  addition,  the  interior  finishes  and  appointments  incorporated  in 
the  Courts'  Design  Guide  call  for  the  use  of  higher  quality  materials  than  those  usu- 
ally found  in  general  office  space.  We  also  noted  that  the  courts  were  the  client 
agency  most  likely  to  request  that  GSA  expand  room  sizes,  further  enhance  the 
quality  of  the  materials  used  and  add  special  features  to  its  facilities. 

2.  Question:  Page  four  of  the  Inspector  General  Report  identifies  the  problems  of 
"external  influences"  from  Congress  and  tenant  agencies.  Is  it  feasible  to  reduce  the 
negative  effects  of  these  external  influences  yet  maintain  the  key  role  of  Congress 
and  the  tenant  agencies  in  the  decisionmaking  process? 

Answer:  The  Congress  and  client  agencies  should  remain  key  partners  in  the  plan- 
ning and  development  of  Federal  construction  projects.  We  believe  that  measures 
such  as  the  congressional  proposal  to  prioritize  construction  projects  and  GSA  Ad- 
ministrator Johnson's  proposal  to  establish  a  senior  panel  comprised  of  representa- 
tives of  the  Executive,  Legislative,  and  Judicial  branches  to  provide  control  and 
oversight  of  courthouse  projects  would  mitigate  many  of  the  negative  effects  exter- 
nal forces  have  had  on  previous  projects. 

3.  Question:  Page  four  of  the  Report  refers  to  "the  financial  consequences  when 
congressionally  directed  changes  approved  plans  sdtered  the  priority  or  scope  of  con- 
struction projects."  Could  you  give  some  specific  examples  of  the  sort  of  congression- 
ally-directed  changes  to  which  you  refer? 

Answer:  Three  projects  within  our  review  provide  examples  of  projects  materially 
altered  midstream. 

•  A  1989  plan  to  spend  $37  million  to  provide  a  125,000  square  foot  annex  to  the 
Portland,  Oregon,  Courthouse  by  1993  had  transitioned  into  plans  for  a  brand 
new  340,000  square  foot  building  expected  to  cost  about  $133  million. 

•  In  similar  fashion,  a  1990  $68  million  plan  to  renovate  the  existing  Minneapo- 
lis, MN,  Courthouse  and  build  an  annex  has  been  altered  to  now  construct  a 
new  courthouse  at  an  estimated  cost  of  $103  million. 

•  Both  the  size  and  cost  estimates  for  the  Boston,  Massachusetts,  Courthouse 
have  also  grown.  The  project  has  increased  by  an  additional  100,000  square  feet 
and  will  cost  at  least  $61  million  more  than  its  original  estimate. 

4.  Question:  The  Report  also  points  to  the  problems  GSA  sometimes  encounters 
in  its  attempts  to  comply  with  the  Specific  Instructions  Given  By  Congress.  Could 
you  explain  what  sort  of  specific  instructions  have  been  problematic  for  GSA?  For 
instance,  is  it  simply  the  section  11(b)  requests  or  is  it  a  larger  problem? 

Answer:  Specific  actions  or  instructions  from  the  Congress  do  cause  difficulties  for 
GSA.  We  were  not  referring  to  the  11(b)  request  process  specifically.  The  specific 
concerns  we  were  referring  to  were  matters  such  as  legislative  action  directing  GSA 
to  sell  existing  buildings  and  use  the  proceeds  to  offset  the  costs  of  new  construction 
without  first  evaluating  whether  the  old  buildings  were  still  needed  to  meet  overall 
space  requirements.  Another  example  would  be  a  directive  from  Congress  to  con- 
struct new  facilities  when  all  analyses  show  that  in  a  given  area  it  would  be  far 
more  cost  effective  to  lease  space.  Also,  for  projects  such  as  those  cited  in  response 
to  question  No.  3,  each  time  a  project  is  redefined  midstream,  resources  that  went 
into  planning  and  design  efforts  are  lost.  > 

5.  Question:  GSA  has  11  re^onal  offices,  which  are  responsible  for  managing  its 
contracting  activities.  The  IG  Report  recommends  a  national  standardization  of  con- 
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tract  award  factors.  Will  the  role  of  the  regional  offices  change  accordingly?  If  so, 
how  do  you  see  the  role  changing? 

Answer:  Senior  management  is  still  in  the  process  of  evaluating  our  report  before 
it  develops  specific  plans  to  address  our  recommendations.  It  is  our  expectation  that 
GSA's  regional  offices  will  continue  to  play  a  key  operational  role  in  the  construction 
program.  What  we  are  looking  for  is  strengthened  policy  guidance  and  oversight 
from  the  national  level. 

6.  Question:  The  IG  Report  recommends  that  GSA  Public  Buildings  Service  (PBS) 
strengthen  its  guidance  over  the  source  selection  process.  How  can  GSA  be  certain 
that  tne  source  selection  committees  will  comply  with  this  guidance? 

Answer:  Our  concerns  regarding  the  source  selection  process  centered  on  the  need 
for  policy  guidance  to  provide  a  more  standardized  set  of  award  factors  used  to 
evaluate  prospective  contractors'  proposals.  We  also  see  a  need  to  better  define  the 
source  selection  panel  makeup  including  individual  qualifications,  rank,  number  of 
panel  members  and  mix  of  membership.  These  measures  will  strengthen  GSA's  abil- 
ity to  manage  the  selection  process  and  create  an  environment  in  which  all  the 
stakeholders  have  a  greater  sense  that  a  high  degree  of  equity  and  fairness  is 
present  in  the  decisionmaking  process. 

Senator  Warner.  Is  there  anything  else  that  either  of  you  gentle- 
men wish  to  add? 

Mr.  Waszily.  No,  sir. 

Senator  Warner.  Thank  you  very  much.  The  hearing  is  ad- 
journed. 

[Whereupon,  at  12:07  p.m.,  the  committee  was  adjourned,  to  re- 
convene at  the  call  of  the  Chair.] 

[Additional  statements  for  the  record  follow:] 

Statement  of  Hon.  Roger  Johnson,  General  Services  Administrator 

Good  morning,  Chairman  Warner,  Senator  Baucus  and  members  of  the  sub- 
committee. First  let  me  acknowledge  the  difficult  decision  the  Environment  and 
Public  Works  Committee  made  last  week.  For  at  least  5  years,  the  court  construc- 
tion program  has  been  the  majority  of  the  funding  request  made  by  the  General 
Services  Administration  (GSA).  Today,  however,  I  believe  that  we  can  all  agree  that 
elements  in  the  court  construction  program  remain  matters  of  concern,  which  have 
slowed  the  changes  we  started  with  the  Courts  and  the  Congress  2  years  ago. 

Since  my  arrival  at  GSA,  we  have  devoted  significant  attention  to  the  overall 
buildings  program,  especially  the  court  construction  program.  Improving  how  we 
manage  the  program  has  been  one  of  this  agency's  top  priorities,  and  I  would  like 
to  submit  for  the  record  a  summary  which  recounts  the  actions  we  have  taken  to 
solve  past  problems  and  some  of  the  barriers  that  impede  further  progress. 

First,  in  September  1993,  we  initiated  a  6-month  Time  Out  and  Review  of  new 
construction,  modernization  and  lease  projects  not  yet  awarded  for  construction  or 
lease.  This  action  resulted  in  an  identined  $1.3  billion  in  savings  or  cost  avoidance. 
Because  the  court  construction  program  constitutes  almost  70  percent  of  our  new 
construction  program,  $346  million  was  in  savings  in  court  projects. 

As  we  got  deeper  into  the  review,  it  became  apparent  tnat  because  of  the  scope 
of  court  construction  and  because  of  some  identified  improvements  that  needed  to 
be  made,  we  should  focus  intently  on  that  program,  and  we  joined  in  a  partnership 
with  the  Administrative  Office  of  the  Courts.  In  late  1993,  we  convened  an  Inde- 
pendent Courts  Building  Program  Panel  to  obtain  a  broad,  private-industry  perspec- 
tive of  the  ongoing  courthouse  construction  program.  Further,  as  part  of  our  con- 
tinuing effort  to  utilize  better  management  tools,  we  developed  a  benchmarking  sys- 
tem for  courthouse  construction  costs.  Finally,  in  January  of  this  year,  we  estab- 
lished a  separate  Courthouse  Management  Group  which  consolidated  GSA's  man- 
agement and  oversight  responsibility  for  the  courthouse  construction  program  and 
is  responsible  for  emphasizing  project  development  and  applying  consistent  strate- 
gies to  keep  both  projects  and  budgets  in  line.  Realizing  the  accountability  of  all 
concerned,  we  have  continuously  attempted  to  create  a  partnership  among  all  the 
interested  parties — the  judiciary.  Congress  and  the  executive  branch. 

Although  we  have  made  progress,  much  remains  to  be  done.  Last  year  I  asked 
the  GSA  Inspector  General  to  conduct  an  audit  of  major  construction  projects  in 
process,  including  courts.  The  results  of  that  review  are  contained  in,  'Review  of 
Bidding  and  Contracting  Practices  on  GSA's  Major  Construction  Projects,"  a  report 
issued  on  September  27,  1995.  While  it  cleared  GSA  of  the  anonymous  allegations 
of  "improper  activities"  in  contract  solicitation  and  awards,  this  report  makes  clear 
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that  improvements  are  required  in  the  areas  of:  planning  and  development  of 
projects;  evaluation  of  contractors'  proposals;  planning  and  execution  of  procure- 
ment; and  financial  analysis  of  proposea  projects.  I  credit  the  Inspector  General  for 
acknowledging  the  improvements  already  made  and  for  presenting  a  balanced  report 
that  makes  recommendations  that  will  help  our  Agency  s  restructured  Public  Build- 
ings Service  strike  a  better  balance  between  serving  Federal  customer  agency  needs 
while  maintaining  the  public's  trust  with  our  stewardship  of  taxpayer  funds. 

The  Inspector  General  reviewed  the  entire  construction  process  of  general  and 
special  purpose  office  space,  which  included  some  Federal  courthouses,  from  devel- 
opment to  delivery.  Auditors  then  selected  a  sample  of  18  major  projects  located  in 
seven  GSA  regions  and  broke  the  process  into  phases — project  conception,  solicita- 
tion and  award,  financing,  and  change  orders  and  embellishments. 

The  report  stated  that  our  efforts  to  manage  construction  projects  were  com- 
plicated by  "external  forces,"  most  often  the  "agencies'  changing  needs"  and  "chang- 
ing congressional  priorities  and  directives."  The  report  concluded  that,  "there  are  fi- 
nancial consequences  incurred  when  projects  are  modified  or  not  based  on  economic 
analysis." 

However,  the  Inspector  General  cautioned  that  GSA  management  must  develop 
"a  more  standardized  approach"  during  the  solicitation  and  award  phases  of  con- 
struction projects,  which  are  delegated  among  GSA's  11  regional  ofuces,  and  find 
ways  to  ensure  that  qualified  contracting  personnel  remain  within  the  agency  as  it 
downsizes  its  workforce.  "Our  highlighting  of  shortcomings  discovered  is  intended 
not  to  cast  blame,  but  rather  to  reap  the  benefit  of  lessons  learned,  so  that  similar 
events  are  not  repeated  in  the  future,"  the  report  said. 

Because  court  projects  represent  about  70  percent  of  our  new  construction  efforts, 
we  had  identified  four  basic  issues  that  affect  the  success  of  the  court  construction 
program  long  before  the  Inspector  General  completed  the  report. 

Planning 

It  takes  about  7  to  10  years  to  plan,  obtain  funding  for,  and  to  develop  a  new 
courthouse.  Unfortunately,  the  increase  in  crime  has  created  crowded  court  dockets. 
An  increase  in  the  ancillary  activities  inherent  in  legal  proceedings,  modern  tech- 
nology, and  greater  security  needs  are  putting  severe  pressure  on  existing  facilities. 
The  planning  process,  including  accurate  forecast  of  requirements,  responsible  shar- 
ing of  management  responsibilities  among  multiple  parties,  and  reliaoly  and  accu- 
rately forecasting  project  financial  data,  is  critical  to  the  overall  success  of  our  ef- 
forts to  restore  confidence  in  the  program.  GSA's  establishment  of  the  Courthouse 
Management  Group  is  a  major  step  toward  successful  long  range  planning.  How- 
ever, many  of  the  critical  elements  in  the  planning  process  are  not  yet  resolved  and 
the  commitment  to  implement  a  cohesive  planning  approach  applicable  nationally 
has  not  yet  developed  outside  of  GSA. 

Prioritization 

In  response  to  a  provision  of  the  Treasury  Postal  Service  Appropriations  Act  of 
1995,  GSA  and  the  Office  of  Management  and  Budget  submitted  'Standards  for  and 
Prioritization  of  Court  Projects."  In  addition,  GSA  worked  with  the  judiciary  to  de- 
velop an  initial  draft  of  a  rolling,  5-year  plan  which  prioritizes  projects.  Although 
we  have  begun  these  initiatives,  commitment  to  the  process  of  prioritizing  must  be 
agreed  to  and  consistently  applied  to  the  court  construction  program.  That  commit- 
ment has  not  been  made. 

Financial  Analysis 

Common  understanding  and  a  decision  consistently  to  apply  financial  analysis 
(i.e.,  return  on  investment  and  cash  flow  analysis)  and  benchmarks  (based  on  indus- 
try based  construction  cost  indices)  will  ensure  individual  courthouses  do  not  drain 
the  resources  of  the  Federal  Buildings  Fund.  These  examinations  will  also  ensure 
project  efficiencies  and  appropriateness. 

Project  Evaluation 

Ongoing  and  rigorous  project  evaluation,  starting  with  proposal  and  contract 
award  and  continuing  through  final  inspection  and  occupancy  of  the  courthouse,  will 
ensure  that  changed  requirements  and  embellishments  do  not  add  unreasonable 
costs  to  the  project  and  that  construction  projects  will  come  in  at  or  under  budget. 

Because  we  are  all  accountable,  it  is  time  for  the  three  branches  of  government 
to  come  together  in  the  best  interests  of  our  citizens  on  these  issues.  I  recommend 
that  an  interbranch  advisory  panel,  comprised  of  appropriate  representatives  from 
the  executive  branch,  the  judiciary,  and  Congress,  be  convened  to  accomplish  clo- 
sure. The  interbranch  advisory  panel  would  develop  a  set  of  specific  guidelines  that 
members  of  the  panel  would  agree  to  apply  to  new  or  significantly  modified  court- 
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houses.  Any  request  for  a  courthouse  would  be  consistent  with  the  guidelines;  devi- 
ations from  the  guidelines  would  be  considered  only  where  sensibly  justified. 

Specifically,  I  suggest  that  the  panel  include  senior  knowledgeable  staff  from  the 
House  and  Senate,  the  Administrative  Office  of  the  United  States  Courts,  the  Judi- 
cial Conference,  and  other  judicial  participants  as  appropriate,  the  Greneral  Account- 
ing Office,  the  Office  of  Management  and  Budget,  and  other  representatives  of  the 
executive  branch  as  appropriate.  GSA's  Deputy  Administrator  Thurman  Davis 
would  chair  the  panel. 

I  strongly  believe  that  interbranch  cooperation  and  consensus  will  be  the  single 
most  effective  tool  that  we  can  use  if  we  are  to  continue  improving  the  program. 
Successful  resolution  of  these  issues  will  in  turn  restore  public  confidence  in  a  pro- 
gram in  which  the  Congress  makes  a  substantial  annual  investment  of  the  tax- 
payers' money.  I  seek  your  participation  in  this  cooperative  interbranch  effort. 

Pending  resolution  of  these  important  issues  by  such  a  panel,  I  am  presently  con- 
sidering now  best  to  proceed  with  the  current  inventory  of  courthouse  projects 
which,  as  you  know,  are  in  varying  stages  of  planning  and  development.  I  believe 
that  continuing  with  the  court  program  on  a  "business  as  usual"  basis,  while  impor- 
tant issues  remain  unresolved,  may  well  be  counterproductive  and  may  be  construed 
as  detracting  from  the  seriousness  of  the  need  to  fix  the  problems. 

Therefore,  I  would  propose  that  we  do  not  go  forward  with  pending  court  projects 
until  these  issues  are  resolved.  Whether  such  a  time  out  should  extend  to  all  pend- 
ing projects  or  to  a  subset  (such  as  commitments  for  fiscal  year  1996  and  beyond) 
can  De  addressed  at  the  first  meeting  of  the  panel.  The  range  of  options  is  broad; 
I  seek  your  comments  and  suggestions. 

SECURITY  UPDATE 

Another  important  issue  facing  GSA  and  the  Federal  buildings  program  is  the  se- 
curity of  Federal  employees  and  Federal  property.  Since  the  bombing  of  the  Alfred 
P.  Murrah  Federal  Building  on  April  19,  1995,  the  Federal  community  has  become 
more  intensely  aware  of  security.  Before  I  discuss  the  particular  steps  GSA  has 
taken  I  would  liks  to  outline  our  role  and  responsibilities  in  this  area. 

GSA  provides  physical  security  for  many  of  the  Federal  Government's  employees 
and  facilities.  Crime  incidents  in  Federal  facilities  have  remained  at  a  consistently 
low  level  over  the  past  5  years,  which,  according  to  statistics  benchmarked  against 
the  FBI's  Uniform  Crime  Report,  is  lower  than  crime  incidents  occurring  in  the  gen- 
eral population. 

We  have  provided  an  integrated  security  program  using  the  three  elements  that 
are  endorsed  by  security  experts:  people,  technology  and  intelligence.  It  is  the  latter 
element — intelligence — that,  more  than  any  other  element,  will  greatly  deter  an- 
other incident  such  as  the  one  in  Oklahoma  City. 

GSA's  Federal  Protective  Service  is  one  of  many  Federal,  state  and  local  organiza- 
tions comprising  the  large,  integrated  security  operation  that  provides  security  cov- 
erage for  all  Federal  facilities  and  employees. 

Tnis  larger  operation  includes  not  only  the  Federal  Protective  Service  and  its  offi- 
cers but  also  other  uniformed  guards,  both  armed  and  unarmed,  employed  by  GSA 
and  other  agencies,  as  well  as  coverage  under  formal  arrangements  with  state  and 
local  law  enforcement  agencies.  In  addition,  GSA  has  expanded  the  use  of  electronic 
surveillance,  detection  and  response  equipment  to  ensure  a  solid,  integrated  security 
program. 

The  Oklahoma  City  tragedy  introduced  new  level  of  threat  and  terrorism.  Presi- 
dent Clinton  was  quick  in  his  response  to  the  events,  and  we  at  GSA  have  joined 
him  and  others  in  the  administration  to  protect  both  Federal  employees  and  the 
public  with  due  vigilance  from  such  atrocities  and,  to  the  extent  possible,  prevent 
such  an  act  from  ever  occurring  again. 

GSA  responded  by  increasing  integrated  security  measures  by  instituting  a 
"heightenea  security  awareness"  throughout  the  country,  and  will  maintain  those 
measures  for  an  indefinite  period  of  time. 

We  participated  in  President  Clinton's  review  of  security  measures  within  the 
Federal  Government,  which  was  headed  by  the  Department  of  Justice  and  the  U.S. 
Marshals  Service,  and  was  conducted  in  a  spirit  of  interagency  cooperation  to  find 
ways  to  address  and  find  solutions  for  a  set  of  very  complex  issues  such  as  cost, 
design  and  construction,  and  interagency  and  intergovernmental  jurisdictions,  while 
trying  to  maintain  the  balance  between  appropriate  security  measures  with  public 
access  to  Federal  facilities.  The  report  was  released  on  June  28,  1995,  and  the  Presi- 
dent ordered  executive  departments  and  agencies  to  immediately  implement  a  num- 
ber of  critical  recommendations  in  accordance  with  an  ambitious  timetable  con- 
tained in  the  report. 
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In  accordance  with  the  directive  we  have: 

1.  Established  429  Building  Security  Committees,  in  Level  IV  existing  facilities, 
comprised  of  Federal  tenants,  union  representatives  and  security  experts.  (Security 
concerns  for  newly  constructed  buildings  are  being  addressed  through  another 
forum.) 

2.  Communicated  our  progress  with  the  heads  of  departments  and  agencies,  in- 
forming them  of  our  progress  and  asking  them  for  their  continued  cooperation. 

3.  Convened  with  the  National  Institute  of  Building  Sciences  a  conference  at  the 
American  Institute  of  Architects  of  over  22  public  and  private  sector  representatives 
to  address  the  report's  impact  on  design  and  construction  needs  in  existing  and  new 
facilities. 

This  month,  we  completed  our  review  of  over  2,500  recommendations  from  the 
Building  Security  Committees  to  determine  feasibility  and  costs  associated  with 
those  recommendations.  Security  experts,  including  union  officials,  were  part  of  the 
reviewing  team  and  carefully  and  thoroughly  reviewed  the  recommendations  to  bal- 
ance security  requirements  with  budget  constraints.  Some  of  the  recommendations 
include  increased  guard  surveillance,  magnetometers,  and  closing  off  points  of  entry 
to  Federal  buildings.  Our  recommendations  and  cost  estimates  were  forwarded  to 
the  Office  of  Management  and  Budget  on  October  15,  1995,  as  required  in  the  Jus- 
tice Department  report. 

Based  on  this  data,  I  have  put  in  place  plans  for  implementing  these  rec- 
ommendations and  recruiting  the  required  additional  Federal  Protective  Service  per- 
sonnel and  contract  guards.  I  have  asked  to  be  informed  of  any  impediments  that 
would  hurt  recruiting  and  training,  and  I  have  instructed  my  staff  to  pay  particular 
attention  to  reassessing  the  qualifications  and  training  required  for  contract  guards. 

We  will  continue  to  work  with  employees,  unions,  others  in  the  executive  branch 
and  the  Congress  to  carry  through  witn  our  responsibilities.  All  parties  have  indi- 
cated their  support,  and  we  will  continue  to  work  together — because  we  all  play  a 
role  in  the  decisionmaking,  and  we  are  all  accountable.  I  want  to  assure  you  that 
GSA  will  take  all  steps  necessary  to  ensure  the  safety  of  citizens  and  employees 
when  they  are  in  Federal  buildings. 

We  appreciate  the  subcommittee's  interest  in  the  court  construction  program  and 
the  security  of  Federal  buildings.  Mr.  Chairman,  we  look  forward  to  working  with 
Congress  as  it  considers  these  critical  issues.  Again,  thank  you  for  inviting  me  to 
appear  before  the  subcommittee  today.  I  will  be  happy  to  answer  any  questions  you 
may  have. 
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Administrator 

General  Services  Administration 

Washington,  DC  20405 


November  28,  1995 


The  Honorable  John  Warner 

Chairman,  Subcommittee  on  Transportation 

and  Infrastructure 
United  States  Senate 
Washington,  DC  20510 

Dear  Mr.  Chairman: 

At  the  hearing  before  the  Transportation  and  Infrastructure  Committee  on  November  2, 
1995,  a  number  of  statements  were  made  by  witnesses  about  the  General  Services 
Administration  (GSA).  At  your  request  I  commented  on  a  number  of  these  statements 
during  the  hearing    However,  there  are  several  issues  that  I  feel  deserve  a  more  complete 
response.  With  your  permission,  I  would  like  to  have  the  attached  document  inserted  in 
the  record  for  clarification. 

Again,  thank  you  for  giving  me  the  opportunity  to  testify  on  the  GSA  court  construction 
program. 


Sincerely, 


Roger 
Administrator 

Enclosures 


F«d*ral  Racydlng  Program      ^L^B      Printed  on  HecyclM  Paper 
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COMMENTS  ON  STATEMENTS  MADE  AT 

THE  NOVEMBER  2, 1995  HEARING  BEFORE 

THE  SUBCOMMITTEE  ON  TRANSPORTATION  AND 

INFRASTRUCTURE 

COMMITTEE  ON  ENVIRONMENT  AND  PUBLIC  WORKS 

U.S.  SENATE 


ISSUE:  Judges  are  not  involved  [in  the  courthouse  design  and  construction  process.]  (See 
page  52,  line  21.) 

Judges  and  other  representatives  of  the  Judiciary  are  involved  in  the  entire  life  of  courthouse 
construction  projects  due  to  the  General  Services  Administration's  (GSA's)  use  of  partnering  as 
a  business  practice  for  the  delivery  of  its  major  capital  construction  program.  OS  A  makes  every 
effort  to  ensure  close  consultation  with  all  of  its  clients,  including  the  Judiciary,  during  early 
stages  of  plarming  and  the  prospectus  development  process,  as  well  as  the  design  and 
construction  phases.  The  use  of  partnering  has  served  to  mitigate  problems  at  an  earlier,  less 
costly  stage  and  avoid  adversarial  relationships. 

GSA  believes  that  Judge  Tom  Stagg's  November  8,  1995,  statement  before  the  Senate 
Subcommittee  on  Oversight  of  Government  Management,  Committee  on  Governmental  Affairs, 
confirms  the  close  working  relationship  GSA  has  with  judges  during  developn^ent  of  their 
courthouse  projects.  For  example.  Judge  Stagg  notes  that  he  was  on  the  construction  site  at  least 
once  a  week  for  some  80  weeks  and  he  met  regularly  with  other  "partners"  including  the  GSA 
project  manager  and  other  GSA  representatives.  This  is  a  typical  example  of  a  judge's 
involvement  and  participation  in  his  courthouse  project. 


ISSUE:  The  Judiciary  [has  subsidized  the  Federal  Buildings]  Fund  by  hundreds  of  millions  of 
dollars.  [The  Judiciary]  got  practically  nothing  out  of  it.  (See  page  55,  line  21  et  seq.) 

During  the  hearing,  a  Judiciary  witness,  Mr.  Ralph  Mecham,  Director  of  the  AOUSC,  asserted 
that  the  Judiciary  has  long  subsidized  GSA's  Federal  Buildings  Fund  (FBF)  since  only  55 
percent  of  the  rental  payments  made  by  the  Judiciary  are  needed  to  pay  the  cost  of  operating  and 
maintaining  the  buildings  it  occupies.  Additionally,  he  testified  that  because  courts  projects  are 
currently  funded  by  direct  appropriations  (into  the  FBF),  the  Judiciary  pours  more  money  into 
the  FBF  in  rental  payments  than  it  receives  in  return. 

Since  the  hearing,  Mr.  Mecham  has  written  to  the  Chairman  of  the  Subcommittee  with  additional 
assertions  in  this  vein.  GSA  takes  exception  to  the  allegation  that  the  Judiciary  has  subsidized 
the  FBF  and  notes  that  the  data  quoted  by  Mr.  Mecham  is  incomplete  and  taken  out  of  context. 
For  example,  the  data  he  cites  does  not  include  GSA's  capital  expenditures  made  for  the 
Judiciary's  housing.  The  1991  GSA  report  quoted  in  his  letter,  GSA  and  the  Courts;  A  Working 
Relationship,  shows  that  GSA  budgeted  almost  $424  million  more  for  Judiciary  space  than  it 
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collected  from  the  courts  between  fiscal  years  1984  and  1992.  A  copy  of  the  report  is  provided 
for  your  information. 

The  following  chart  indicates  the  impact  of  the  courts  program  on  FBF  revenues  and  costs.  It 
shows  that  from  fiscal  years  1984  through  1995,  GSA  received  $3,157,300,000  in  rental 
payments  and  expended  $2,254,200,000  in  operating  costs  for  space  provided  to  the  courts. 
Contrary  to  the  testimony  referenced  above,  GSA  has  required  on  average  71 .4  percent  of  the 
rental  payments  of  the  Judiciary  to  operate  and  maintain  the  space  provided  to  meet  the 
requirements  of  the  courts.  In  addition  to  operating  and  maintaining  space  in  the  facilities 
occupied  by  the  courts,  GSA  has  been  responsive  in  meeting  the  space  needs  of  the  Judiciary 
through  GSA's  capital  program.  This  program  over  the  same  period  of  time  has  budgeted 
$2,349,400,000  for  new  courts  facilities  and  for  alteration  and  modernization  projects  in  existing 
buildings. 

Impact  of  the  Courts  Program  on  GSA 
Federal  Building  Fund  (FBF)  Revenues  and  Costs 

Operating      Capital         Total       FBF  Net  Income 


EY 

Rent  Income 

Coste 

Budget 

Costs 

|l,05S) 

1984 

$ 

125.1 

$ 

87.7 

$ 

1.3 

$ 

89.0 

$ 

36.1 

1985 

$ 

135.2 

$ 

98.6 

$ 

2.1 

$ 

100.7 

$ 

34.5 

1986 

$ 

141.5 

$ 

123.1 

$ 

212.8 

$ 

335.9 

$ 

(194.4) 

1987 

$ 

181.1 

$ 

117.1 

$ 

35.3 

$ 

152.4 

$ 

28.7 

1988 

$ 

224.0 

$ 

121.7 

$ 

56.9 

$ 

178.6 

$ 

45.4 

1989 

$ 

238.1 

$ 

125.1 

$ 

127.0 

$ 

252.1 

$ 

(14.0) 

1990 

$ 

250.7 

$ 

141.3 

$ 

43.6 

$ 

184.9 

$ 

65.8 

1991 

$ 

269.7 

$ 

151.4 

$ 

616.2 

$ 

767.6 

$ 

(497.9) 

1992 

$ 

329.6 

$ 

244.7 

$ 

41.1 

$ 

285.8 

$ 

43.8 

1993 

$ 

375.3 

$ 

290.7 

$ 

153.2 

$ 

443.9 

$ 

(68.6) 

1994 

$ 

413.9 

$ 

361.2 

$ 

591.5 

$ 

952.7 

$ 

(538.8) 

1995 

$ 

473.1 

$ 

391.6 

$ 

468.4 

$ 

860.0 

$ 

(386.9) 

TOTAL    $  3,157.3     $       2,254.2     $    2,349.4     $    4,603.6     $  (1,446.3) 

Note:  Dollars  in  Millions. 

The  FBF  was  never  designed  or  intended  to  ensure  a  dollar-for-dollar  correspondence  between  a 
client  agency's  rental  payments  to  GSA  and  the  space  and  services  it  receives.  In  recent  years 
(beginning  with  fiscal  year  1991),  GSA  recognized  the  substantial  growth  in  the  responsibilities 
of  the  Judiciary.  The  result  is  the  capital  and  operating  needs  for  the  Judiciary's  housing  have 
cost  $1 .4  billion  more  than  the  Judiciary  has  paid  into  the  fund  in  the  period  of  fiscal  year  1984 
through  1995. 
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ISSUE:  Nobody  from  the  Judiciary  was  involved  [in  the  security  study  conducted  in  response  to 
the  Oklahoma  City  bombing.] 
(See  page  59,  line  1.) 

The  Department  of  Justice  was  charged  by  the  President  with  leading  the  security  studies  in 
response  to  the  bombing.  The  Administrative  Office  of  the  U.S.  Courts'  (AOUSC's) 
representatives  were  present  at  the  May  2  and  May  9,  1995  plenary  working  sessions  which 
established  the  project  plan  and  methodology  for  accomplishing  the  vulnerability  assessment. 
GSA  is  not  aware  of  any  factor  which  precluded  the  AOUSC  from  further  participation  in  this 
effort. 


ISSUE:  GSA  opted  out  of  providing  courthouse  security.  (See  page  59,  line  7.) 

GSA  has  fulfilled  its  statutory  mission  requirement  to  all  Federal  agencies  housed  in  GSA- 
controlled  space,  including  the  Judiciary.  The  execution  of  judicial  security  responsibilities  has 
been  governed  by  a  series  of  Memoranda  of  Agreement  between  GSA,  the  U.S.  Marshals  Service 
(USMS),  and  the  AOUSC.  Key  responsibilities  are  defined  as  follows: 

•  In  accordance  with  statute,  the  USMS  is  the  responsible  organization  for  providing  security 
services  to  the  Federal  Judiciary. 

•  The  AOUSC  retains  responsibility  for  security  appropriations  and  funding  for 
implementation  of  the  judicial  facility  security  program. 

•  GSA  retains  overall  responsibility  for  general  building  and  facility  security  at  all  of  its 
controlled  facilities,  including  those  housing  Federal  courts  and  other  Judiciary  functions. 


ISSUE:  GSA  [wants  to]  set  up  duplicating  [Building  Security]  Committees  [in  locations  were 
Court  Security  Committees  already  exist.]  (Seepage  60,  line  6.) 

GSA  is  agreeable  to  working  with  representatives  from  existing  Court  Security  Committees  in 
lieu  of  Building  Security  Committees  to  evaluate  and  assess  building  security  requirements  in 
buildings  housing  only  Federal  courts  and  judicial-related  activities,  as  long  as  these  Court 
Security  Committees  meet  the  requirements  contained  in  the  Department  of  Justice  vulnerability 
assessment  regarding  tenant  representation.  However,  a  recent  General  Accounting  Office  audit 
(GAO/GGD-94-1 12)  has  found  that  active,  fully  representative  security  committees  were  in 
place  in  fewer  than  half  of  the  judicial  districts.  While  GSA  remains  committed  to  ensuring  an 
appropriate  level  of  security  in  buildings  housing  Federal  courts  and  other  judiciary-related 
functions,  the  AOUSC  and  the  USMS  must  take  the  lead  in  ensuring  that  these  Court  Security 
Committees  are  in  place  and  fully  operational  in  all  judicial  districts. 
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ISSUE:  All  [courthouses  should]  have  been  called  Level  IV for  security  purposes.  (See  page 
79.  line  18.) 

The  AOUSC  recommends  that  all  buildings  and  facilities  housing  Federal  courts  and  other 
judicial  related  functions  should  be  classified  as  Level  IV  buildings  under  the  guidelines 
contained  in  the  June  28,  1 995,  Vulnerability  Assessment  of  Federal  Facilities.  In  a  letter  of 
October  5,  1995,  Deputy  Attorney  General  Gorelick  conceded  the  possibility  of  an  omission  in 
the  Department  of  Justice  report,  and  takes  steps  to  clarify  the  criteria  in  the  vulnerability 
assessment.  GSA  agrees  that  the  full  range  of  criteria  identified  in  the  report  should  be  used  in 
determining  security  levels  of  Federal  buildings  and  facilities. 

For  its  part,  GSA  has  exercised  prudent  and  sound  judgment  in  dealing  with  the  classification  of 
building  security  levels.  For  example,  the  Department  of  Justice  report  initially  identified  347 
buildings  as  meeting  the  criteria.  As  the  Building  Security  Committees  were  established  and 
security  assessments  were  conducted  with  the  building  tenants,  that  number  was  eventually 
adjusted  to  include  429  buildings,  using  the  criteria  identified  in  the  vulnerability  assessment,  an 
increase  of  24  percent.  A  significant  number  of  the  additional  82  buildings  house  Federal  courts 
or  other  court-related  activities. 

Based  on  ongoing  discussions  regarding  this  matter,  GSA  has  already  taken  steps  to  establish 
priority  requirements  for  buildings  housing  Federal  courts  and  court-related  functions  by 
accelerating  security  reviews  and  evaluations.  GSA  will  continue  to  review  security  levels  on  a 
building-specific  basis  considering  the  broad  range  of  criteria  contained  in  the  Department  of 
Justice's  report. 


ISSUE:  [GSA  doesn't  undertake  long-range  planning.]  (See  page  82,  line  3.) 

In  fact,  GSA  has  a  rigorous  plaiming  process  that  is  used  to  develop  its  Capital  Investment  and 
Leasing  Program  on  an  annual  basis.  This  process  is,  of  course,  dependent  upon  our  client 
agencies  informing  GSA  of  their  housing  and  space  requirements  in  a  timely  manner.  Further, 
the  ability  of  our  client  agencies  to  themselves  develop  a  long-range  planning  process  that 
includes  priorities  on  an  annual  basis  is  crucial  to  GSA's  planning  process.  It  should  be  further 
understood  that  GSA's  ability  to  respond  the  client  space  requests  is  fiilly  dependent  upon  the 
availability  of  funds  in  any  specific  budget  year. 

Attached  is  an  outline  of  GSA's  long-range  planning  process. 
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THE  GENERAL  SERVICES  ADMINISTRATION'S 
LONG-RANGE  PLANNING  PROCESS 


COMMUNITY  PLANNING 


The  General  Services  Administration  (GSA)  begins  to  evaluate  the  need  for  capital  investment  or 
divestment  through  its  regionally-based  community  plaiming  process.  GSA's  regional  offices 
develop  long-range  plans  for  the  most  efficient  and  cost-effective  housing  of  client  agencies  in 
individual  communities,  in  consideration  of  local  market  conditions.  The  purpose  of  the 
community  plan  is  to  identify  local  conditions,  housing  needs,  and  the  needs  of  the  owned  asset 
inventory. 

At  a  minimum,  the  following  subjects  are  addressed  in  community  plans: 

1 .  Local  market  conditions  such  as  rent  rates,  construction  costs,  the  impact  of 
downsizing  and  base  closings,  and  economic  and  demographic  trends; 

2.  The  degree  to  which  client  agency  housing  requirements  are  being  met; 

3.  Asset  management  requirements  such  as  repairs,  alterations,  maintenance,  health  and 
safety,  and  modernization; 

4.  The  degree  to  which  assets  are  being  efficiently  utilized,  including  the  amoimt  of 
vacant  space; 

5.  Identification  of  underperforming  assets  and  evaluation  of  whether  the  asset  should  be 
retained  or  disposed  of; 

6.  Financial  performance  of  assets  from  an  income  and  expense  standpoint; 

7.  Needs  related  to  national  programs  and  priorities  such  as  asbestos  abatement, 
chloroflurocarbon  (CFC)  replacement,  energy  conservation,  and  child  care;  and 

8.  Other  local  considerations. 

Community  needs  are  compared  to  the  ability  of  GSA's  portfolio  to  meet  those  needs.  When  a 
shortfall  is  identified,  an  analysis  is  conducted,  comparing  the  30-year  present  value  costs  of  the 
various  feasible  altematives  to  meeting  the  need.  A  community  plan  is  developed  setting  forth 
these  altematives  and  the  results  of  the  analyses,  and  recommending  a  project,  or  set  of  projects, 
or  other  actions  as  the  most  cost-effective  means  of  meeting  the  need.  These  projects  and  actions 
are  recommended  for  local  resolution,  or  inclusion  in  future  years'  capital  investment  plans  at  the 
national  level. 

Community  plans  are  periodically  updated  so  that  changes  in  requirements  can  be  factored  into 
updated  plans. 
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\  NATIONAL  CAPITAL  INVESTMENT  PLANNING 


Community  plans  are  revie\/ed  each  year  by  GSA's  Public  Buildings  Service  at  the  national 
level.  Based  on  these  reviews,  projects  are  approved  for  further  development  through  the 
Prospectus  Development  Study  (PDS)  process  in  order  to  provide  detailed  scope  and  cost 
estimates  and,  ultimately,  detailed  housing  plans  and  prospectus  proposals. 

In  the  spring  of  each  year,  the  regional  offices  recommend  projects  for  inclusion  in  the  next 
Capital  Investment  Plan  and  Budget.  These  projects  are  reviewed  and  evaluated  by  technical 
experts  and  top  management  at  the  national  level  for  conformance  with  GSA  policy,  soundness 
of  analysis,  and  urgency  of  need.  Projects  with  the  highest  priorities  that  can  be  accomplished 
within  projected  resource  targets  become  part  of  GSA's  annual  Capital  Investment  Plan  and 
Budget,  which  is  submitted  to  the  Office  of  Management  and  Budget  (OMB)  and,  after  review 
and  approval,  to  the  Congress  for  authorization  and  funding. 

GSA  does  not  utilize  artificial  planning  constraints  that  would  require  the  annual  inclusion  of 
projects  from  all  parts  of  the  country.  However,  consideration  is  given  to  the  impact  on 
workloads  of  individual  regions,  as  well  as  to  communities  with  special  capital  investment  needs. 


PROSPECTUS  DEVELOPMENT  STUDIES 


The  PDS  is  a  capital  project  scope  and  planning  document  which  provides  a  design  program, 
implementation  strategy,  and  detailed  cost  estimates.  Each  prospectus-level  project  is  supported 
by  a  PDS.  The  design  program  addresses  functional  objectives;  building  system  requirements; 
tenant  agency  needs,  opportimities  or  constraints;  and  design  criteria  and  approach. 
Implementation  strategy  identifies  a  course  of  implementing  actions,  starting  with  prospectus 
development,  through  design  and  construction,  and  concluding  with  occupancy.  The  cost 
estimates  are  consistent  with  design  programming  and  implementation  strategies.  Early 
identification  of  these  PDS  elements  is  essential  to  establish  project  feasibility,  support  project 
selection  for  inclusion  in  a  Capital  Investment  Plan,  and  coordinate  project  execution.  The  PDS 
also  serves  to  review  and  verily  findings  of  previous  planning  efforts  such  as  community  plans 
and  Building  Evaluation  Reports  (BERs). 
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ECONOMIC  ANAL  YSIS 


In  deciding  how  to  meet  a  client  agency's  housing  needs  in  the  most  cost-effective  manner,  GSA 
performs  an  economic  analysis  of  alternatives  based  on  30-year  life-cycle  cost.  In  accordance 
with  0MB  Circular  A-94,  the  analysis  looks  at  the  30-year  present  value  of  each  alternative.  All 
feasible  alternatives  from  the  following  list  are  analyzed. 

•  Leasing 

•  Lease-Purchase 

•  Alteration  of  an  existing  owned  asset 

•  Purchase  of  an  existing  building 

•  Construction  of  a  new  owned  asset 

In  conducting  this  analysis,  relevant  costs  associated  with  leasing  and  ownership  are  evaluated. 
These  costs  include,  but  are  not  limited  to,  prevailing  market  rental  rates,  operating  and 
maintenance  costs,  repair  and  improvement  costs,  land  costs,  and  construction  costs.  Further, 
certain  imputed  costs  such  as  taxes,  insurance  and  tax  benefits  derived  by  the  lessor  are  included. 

After  all  costs  are  computed  for  both  the  lease  and  ownership  alternatives,  the  stream  of  costs 
occurring  over  time  are  reduced  to  a  single  number  for  each  alternative  in  order  to  determine 
which  is  the  least  costly.  The  A-94  analysis  proscribes  that  all  costs  are  calculated  on  a  yearly 
basis,  and  then  discounted  using  a  predetermined  discount  rate  to  a  common  comparison  year 
(generally,  the  proposed  budget  year  for  the  project  being  evaluated).  In  theoretical  terms,  the 
lowest  cost  alternative  is  the  best  economic  alternative  for  the  Federal  government. 

The  discount  rate  selected  is  the  current  interest  rate  on  new  issues  of  U.S.  Treasury  securities 
with  maturities  most  nearly  equal  to  the  term  of  the  analysis  (30  years).  This  rate  includes 
projected  inflation.  It  represents  the  Government's  cost  of  capital  for  the  period;  therefore, 
evaluating  lease  and  ownership  alternatives  using  this  discount  rate  ensures  that  the  proper 
opportunity  cost  of  expending  these  ftinds  has  been  calculated. 

Similar  comparative  analyses  are  undertaken  for  proposals  to  modernize  owned  assets.  In  this 
instance,  the  proposed  modernization  project  is  compared  to  both  the  lease  and  construction  of 
alternative  facilities. 
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EXECUTIVE  SUMMARY 


GSA  AND  THE  COURTS:   A  WORKING  RELATIONSHIP 


OBJECTIVE 


Deliver   finished   Court   space,   where   and   when   needed,   in   a 
cost-effective  manner. 


BACKGROUND     Real  property  is  the  only  administrative  area  where  the  Courts  rely 
exclusively  on  the  executive  branch  for  support. 

Major  growth  in  real  property  needs  of  the  Courts  has  occurred  since 
1977.  Courts  currently  occupy  14.5  million  square  feet  of  space  in  663 
GSA-controlled  buildings. 

Court  space  acquisition  is  highly  specialized;  there  is  no  clear 
commercial  counterpart. 

77%  of  the  Courts'  requests  for  space  were  satisfied  by  GSA  within 
12  months  between  FY  1984  and  FY  1990. 

GSA  and  the  Administrative  Office  of  the  U.  S.  Courts  (AOC)  have 
implemented  several  recommendations  in  the  last  year  for  improving 
their  relationship. 


PROPOSED  The  AOC  has  proposed  legislation  that  would  provide   it  with 

LEGISLATION        independent  real  property  authority. 

GSA  opposes  enactment  of  the  proposed  legislation. 
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AREAS  OF  Planning  and  Budgeting 

CONCERN 

$1.3  billion  has  been  included  in  GSA  budgets  for  FY  1988  -  FY  1992 

to  satisfy  Court  expansion  space  requirements. 

GSA  and  the  AOC  need  to  better  synchronize  their  planning  and 
budget  cycles. 

The  AOC  does  not  prioritize  the  space  needs  of  the  Courts. 
Development  of  priority  indicators  would  improve  GSA's  ability  to 
satisfy  Court  space  requirements. 

GSA  and  the  AOC  should  continue  forming  ad  hoc  groups  to  discuss 
specific  issues. 

Project  Delivery 

The  prospectus  process  requires  long  lead  times.  GSA  will  work  with 
the  AOC  and  Congressional  Committees  to  develop  expedited 
procedures  for  the  consideration  of  projects  necessary  to  house  newly 
created  judgeships. 

GSA  and  the  AOC  will  continue  to  work  towards  defining  standard 
levels  of  finishes  for  Court  space. 

GSA  and  the  AOC  should  complete  current  efforts  to  revise  the  U.  S. 
Court  Design  Guide,  including  modifying  the  specifications  for  the  size 
of  courtrooms. 


Financing 

The  AOC  should  continue  to  pay  commercial  equivalent  Rent  to  GSA 
for  Court  space. 

The  AOC  should  continue  to  provide  lump  sum  reimbursement  to  GSA 
for  above-standard  alterations  and  finishes. 

GSA  will  improve  conmiunication  with  the  AOC  on  the  alterations  and 
finishes  that  will  remain  reimbursable. 
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GSA  AND  THE  COURTS:     A  WORKING  RELATIONSHIP 


OBJECTIVE 

The  objective  of  both  the  General  Services  Administration  (GSA)  and  the  Administrative 
Office  of  the  U.S.  Courts  (AOC)  is  to  deliver  finished  courtrooms  and  related  space  where 
needed,  when  needed,  with  the  appropriate  features,  in  a  cost-effective  marmer. 


BACKGROUND 

Under  authority  established  by  the  Federal  Property  and  Administrative  Services  Act  of 
1949,  as  amended,  GSA  is  the  landlord  for  the  U.S.  Courts  and  related  functions.  The 
AOC  is  responsible  for  coordination  with  GSA  and  budgeting  for  real  property  to  support 
Court  functions.  Although  the  U.S.  Courts  are  a  separate  branch  of  Government,  they  rely 
on  the  executive  branch  for  real  property  support  (except  for  the  Supreme  Court,  which  is 
provided  with  real  property  support  by  the  Architect  of  the  Capitol). 

In  response  to  sharply  increasing  workloads,  Congress  has  increased  the  number  of  Federal 
judges  and  magistrates  by  58  percent  since  1977.  It  has  been  a  considerable  challenge  for 
GSA  to  provide  courtrooms  and  related  space  to  accommodate  the  new  judges  and 
magistrates,  while  at  the  same  time  meeting  the  needs  of  existing  judges  (including  those 
taking  senior  status).  Rent  payments  to  GSA  for  space  and  facilities  represent  15  percent 
of  the  Courts'  budget  -  approximately  $251  million  in  FY  1990.  The  Courts  occupy 
approximately  14.5  million  square  feet  in  some  663  GSA-controlled  buildings  nationwide, 
approximately  6  percent  of  all  GSA-controlled  space. 

The  space  needs  of  the  Courts  are  unique  and  highly  specialized.  Unlike  the  functions  of 
a  typical  Federal  agency,  the  activities  in  and  around  a  courtroom  have  no  clear  commercial 
counterpart.  Courtrooms  must  connote  the  dignity  of  the  Court  and  must  be  accessible  and 
convenient  to  those  served  by  them.  At  the  same  time,  a  high  level  of  security  must  be 
provided  for  judges,  juries,  defendants,  attorneys  and  the  general  public. 

From  FY  1984  through  FY  1990,  GSA  satisfied  1,939  requests  for  space  on  behalf  of  the 
Courts.  Of  these,  58  percent  were  completed  within  6  months,  19  percent  were  completed 
within  6  to  12  months  (thus  a  total  of  77  percent  were  completed  in  12  months  or  less).  9 
percent  within  18  months,  and  14  percent  took  19  months  or  longer  to  complete.  (A 
breakdown  of  this  information  is  provided  in  Table  1.) 
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Table  1 

Number  of  Space  Requests  Completed  (by  Time  in  Months) 
FY  1984-FY  1990 

EX  0:6        2il2       IMS  12+     TOTAL 

1984  194  60  16  50  320 

1985  131  29  25  41  226 

1986  168  76  29  25  298 

1987  162  35  13  39  249 

1988  157  64  31  41  293 

1989  115  44  32  28  219 

1990  122  52  23  46  2M 
TOTAL  1.120  365  184  270  1,939 

(58%)  (19%)   (9%)  (14%)  (100%) 

Projects  requiring  prospectus  approval  by  the  Public  Works  Committees  normally  take 
19  months  or  longer  to  complete. 

GSA  has  consistently  given  high  priority  to  satisfying  the  space  requirements  of  the  Courts 
through  new  construction  and  repair  and  alteration  projects.  In  most  Court  facilities,  the 
GSA  building  managers  have  achieved  an  excellent  working  relationship  with  the  judges  and 
their  staffs. 

In  the  last  year,  GSA  has  received  many  compliments  from  judges  and  Courts  personnel, 
including:  a  letter  of  appreciation  from  a  Denver,  Colorado,  judge  concerning  the 
remodeling  of  his  new  chambers;  a  complimentary  letter  from  a  Bankruptcy  Judge  in  Little 
Rock,  Arkansas,  regarding  plans  GSA  prepared  for  his  new  courtroom  and  chambers;  a 
letter  of  appreciation  from  the  Boston,  Massachusetts,  Circuit  Executive  concerning  GSA's 
work  to  develop  prospectuses  for  three  Courts  projects;  and  a  letter  of  commendation  from 
the  Richmond,  Virginia,  Circuit  Executive  regarding  GSA's  efforts  to  lease  temporary 
chambers  for  a  District  Judge. 

Unfortunately,  some  projects  have  faced  delays.  The  Courthouse  Annex  in  Charleston, 
South  Carolina,  was  delayed  by  more  than  a  year  because  of  the  need  to  make  the  design 
of  the  new  building  comply  with  the  requirements  of  the  historic  district  and  the  wishes  of 
the  local  commimity.  The  occupancy  of  Bankruptcy  Court  space  in  the  Denver,  Colorado, 
Federal  Building/Courthouse  was  delayed  because  of  the  unforseen  discovery  of  asbestos, 
requiring  the  revision  of  construction  contracts.  Repairs  and  alterations  to  the  San 
Francisco  Court  of  Appeals  had  already  been  delayed  because  of  the  need  for  unforseen 
additional  work  and  problems  related  to  the  relocation  of  the  U.S.  Postal  Service,  and  was 
further  delayed  because  of  earthquake  damage.  In  some  instances,  delays  have  also 
resulted  from  change  orders  initiated  by  the  Courts  themselves.  In  the  few  situations  where 
GSA  has  caused  delays,  the  agency  has  moved  promptly  to  correct  the  problems  and 
prevent  their  recurrence. 
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Over  the  last  year,  GSA  and  the  Courts  have  worked  together  to  implement  a  number  of 
recommendations  for  improving  their  relationship.  The  AOC  now  participates  in  GSA's 
Planning  and  Project  Review  Board  process.  Also,  GSA  and  the  AOC  have  agreed  to 
revise  the  standard  levels  of  construction  for  couruoom  space.  In  addition  to  delivering 
fully  finished  courtrooms,  this  change  will  reduce  the  lump  sum  reimbursement  paid  to  GSA 
by  the  Courts. 
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PROPOSED  LEGISLATION 


GSA  opposes  the  legislation  proposed  by  the  AOC,  entitled  "Judicial  Space  and  Facilities 
Management  Act,"  that  would  provide  them  with  real  property  authority  independent  of 
GSA.  This  legislation  would: 

o  Duphcate  the  real  property  management  services  already  provided  by  GSA 

to  Federal  tenants.  The  AOC  would  hire  building  managers,  space  utilization 
specialists  and  design  and  construction  personnel  to  serve  their  own  needs. 
Although  the  Courts  are  an  imi>ortant  tenant,  GSA's  workload  would  not  be 
decreased  enough  to  warrant  a  reduction  in  staffing. 

o  Fragment  responsibility  for  ensuring  that  Government-owned  real  property 

is  fully  utilized.  For  instance,  the  AOC  could  be  constructing  new  court  space 
in  a  location  where  GSA  has  vacant  or  underutilized  space  in  an  existing 
Federal  building. 

o  Weaken  the  Federal  Government's  management  of  its  real  estate  assets.  GSA 
is  able  to  plan  over  the  long-term  and  construct  buildings  designed  to 
accommodate  the  Courts'  future  expansion  needs  by  housing  executive  branch 
agencies  in  the  buildings  in  the  interim.  The  Courts  would  not  have  this 
capability  if  they  obtained  their  own  real  property  authority. 

0  Lead  to  instances  in  which  both  AOC  and  GSA  compete  against  each  other 
in  acquiring  space  in  a  specific  geographic  location,  thus  driving  up  the  price 
of  commerciaJ  properties  and  inaeasing  the  cost  to  the  taxpayer. 

o  Release  the  AOC  from  property  disposal  requirements  as  set  forth  in  the 
Federal  Property  and  Administrative  Services  Act  of  1949,  as  amended.  It 
would  permit  the  AOC  to  veto  the  transfer,  closing,  or  disposal  of 
GSA-controUed  properties  that  house  the  Courts.  The  AOC  could  require 
GSA  to  keep  facilities  open  regardless  of  the  degree  of  space  utilization  or 
cost. 

o  Subordinate  the  needs  of  all  other  Federal  tenants  in  GSA  space,  including 

Congressional  district  offices,  to  the  needs  of  the  Courts. 

o  Exempt  the  Courts  from  paying  commercial  equivalent  Rent  for  space 
occupied  in  GSA-controlled  buildings,  as  required  by  the  Public  Buildings 
Amendments  of  1972.  It  would  permit  the  Courts  to  pay  GSA  on  a  cost 
recovery  basis  only,  thereby  reducing  funds  available  to  GSA  for  capital 
investment  in  its  inventory  by  $118  nullion  each  year. 

o  Provide  the  AOC  with  unlimited  lease  purchase  authority  to  acquire  Courts 
facilities,  subject  only  to  the  submission  and  approval  of  a  prospectus  by  the 
Public  Works  Committees. 
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AREAS  OF  CONCERN 

PLANNING  AND  BUDGETING 

GSA  has  budgeted  almost  $13  billion  between  FY  1988  and  FY  1992  to  meet  the 
expansion  needs  of  the  Courts,  either  through  the  construction  of  new  courthouses,  the 
construction  of  annexes  to  existing  courthouses,  or  the  alteration  of  other 
Government-owned  buildings  to  house  the  Courts.  The  amounts  are  detailed  in  Table  2. 


Synchronization 

The  internal  and  external  processes  of  GSA  and  the  AOC  are  not  well  synchronized. 
Congress  can  designate  places  for  holding  court  or  establish  judgeships  after  GSA's  capital 
budget  has  been  formulated,  thereby  delaying  the  start  of  a  project  to  accommodate  the 
new  judges  by  at  least  a  year.  In  practice,  the  Congress  does  not  appear  to  consider  facility 
delivery  schedules  in  determining  new  judgeships  and  statutory  locations. 

Although  both  GSA  and  the  AOC  participate  in  the  Federal  budget  process,  the  budget 
formulation  process  operates  somewhat  differently  within  the  two  agencies.  However,  lead 
times  for  major  capital  budgeting  projects  are  similar.  Major  decisions  regarding  the 
Courts'  budget  are  made  by  the  Judicial  Conference  of  the  United  States.  This  body 
consists  of  the  chief  judge  of  each  circuit  and  a  district  judge  from  each  of  the  12 
geographical  circuits  elected  by  the  other  judges  in  that  circuit.  The  Chief  Justice  of  the 
United  States  serves  as  Chairman  of  the  Conference,  which  meets  twice  annually.  Once  the 
Judicial  Conference  makes  its  decisions  in  August,  the  budget  to  be  submitted  by  the 
President  to  Congress  the  following  January  is  virtually  "locked  up". 

GSA's  budget  process  starts  with  the  deliberations  of  its  Planning  and  Projert  Review 
Board.  This  group,  comprised  of  key  GSA  Central  Office  and  regional  officials,  meets  in 
the  spring  of  each  year  to  determine  project  needs  and  priorities.  They  not  only 
recommend  to  the  Administrator  of  GSA  the  projects  that  should  be  included  in  the 
following  year's  budget,  and  their  relative  priority,  but  they  also  discuss  projects  that  are 
likely  to  be  required  over  the  first  5  outyears.  The  Board  considers  all  the  critical  factors 
that  determine  the  importance  of  projects,  including  health  and  safety  concerns,  cost-benefit, 
and  the  projected  demand  for  Federal  space  in  various  geographic  communities. 

In  the  spring  of  1990,  during  the  review  of  the  fiscal  year  1992  prospectus  program,  the 
AOC  began  participating  in  the  Board's  process.  Now,  the  AOC  not  only  reviews  and 
comments  on  draft  prospectuses  for  the  Courts,  they  are  invited  by  GSA  to  present  their 
recommendations  on  the  Courts'  housing  before  the  Board. 
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Table  2 

Projects  in  Support  of  Courts  Expansion  Requirements 
by  Funding  Year  ($  Thousands) 


NEW  CONSTRUCTION 


FY  1988      FY  198?      FY  1990     FY  1991       FY  1992 


Baton  Rouge,  Louisiana 

Camden,  New  Jersey 

St.  Croix,  U^.  Virgin  Islands 

Bridgeport,  Connecticut 

Hartford,  Connecticut 

Champaign-Urbana,  Illinois 

Trenton,  New  Jersey 

Portland,  Oregon 

Sacramento,  California 

Kansas  City,  Kansas 

Prince  Georges  County,  Maryland 

Alexandria,  Virginia 

White  Plains,  New  York 

Minneapolis,  Minnesota 

Augusta,  Georgia 

Shreveport,  Louisiana 

Boston,  Massachusetts 

Charleston,  West  Virginia 

Knoxville,  Tennessee 

Charlotte  Amalie,  U.S.  Virgin  Islands 

Ft.  Myers,  Florida 

Tallahassee,  Florida 

Reno,  Nevada 

Concord,  New  Hampshire 

SUBTOTAL 


3,000 

16,758 

2,672 

20477 

9,736 

1,098 

4,978 
7,684 
9.417 
30,143 
4,100 

9,850 

405 
2,263 
4,700 
2,134 

38,030 

6,464 

31,591 

23,523 

62,652 

29,768 

74,531 

353 

26,852 

182,993 

80,407 

3,431 

478 

2,500 
9,193 
2,196 
5,114 
2,908 
U74 

6,770 


93,657 


19352        570,809 


REPAIRS  &  ALTERATIONS  PROJECTS 


23,485 


Line  Item  Projects 
Non-Line  Item  Projects 

42,770 
7356 

23,080 
10,280 

D336 
10,758 

31,783 
U,628 

31,249 
10,475 

SUBTOTAL 

50,126 

33360 

24,294 

45,411 

41,724 

LEASE  PURCHASE  PROJECT 

New  York,  New  York 

392,840 

TOTAL  CAPITAL  PROGRAM 


56,896         127,017 


43446    ijmjm 


65,209 


NOTE:   Funding  amounts  include  New  Obligational  Authority  for  site  acquisition,  design, 
construction,  and  management  and  inspection.  Total  for  FY  1988~FY  1992  is 
$1301328,000. 
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GSA  must  submit  budgetary  estimates  for  the  Federal  Buildings  Fund  to  the  Office  of 
Management  and  Budget  (OMB)  in  early  September,  but  some  changes  can  be  made  by 
OMB  to  the  project  list  before  the  President's  Budget  submission  is  completed  in  January, 
including  changes  to  Court  projects. 

RECOMMENDATION  #i  --  GSA  and  AOC  should  continue  to  work  toward  synchromzing 
the  planning  and  budgeting  processes  of  the  two  agencies.  GSA  and  the  AOC  should  continue 
to  share  planning  and  budgeting  information  such  as  the  real  property  decisions  of  the  Judicial 
Conference  and  GSA 's  Board.  It  is  helpful  to  GSA  to  be  advised  of  any  potential  future 
projects  identified  in  the  AOC's  long-range  planning  process.  In  addition,  coordirmtion  on 
project  development  needs  to  be  improved  at  the  local  level 

Prioritization 

Each  district  and  circuit  Court  has  a  large  measure  of  control  over  its  own  budget  and 
facilities.  The  AOC  has  no  power  to  act  independently  of  the  Judicial  Conference,  and  very 
limited  power  over  the  individual  district  and  circuit  Courts.  Where  GSA  must  have 
agreement  for  repair  and  alteration  and  new  construction  projects  to  move  forward, 
reaching  an  agreement  with  the  specific  Court  to  be  housed  is  often  much  more  critical 
than  reaching  an  agreement  with  the  AOC. 

Communication  between  GSA  and  the  AOC  has  not  yet  resulted  in  a  clear  prioritization 
of  projects.  The  planning  and  budgeting  process,  which  is  relatively  uniform  for  all  Federal 
entities  that  have  a  major  capital  program,  prohibits  GSA  from  immediately  satisfying  all 
the  Covuts'  space  requests,  which  are  often  presented  to  GSA  as  "critical  and  immediate" 
requirements. 

Since  all  judges  and  areas  of  the  country  must  be  treated  equally,  it  is  very  difficult  for 
the  Courts  and  the  AOC  to  set  priorities.  Nonetheless,  the  AOC  and  the  Judicial 
Conference  have  recently  begun  to  make  progress  on  a  long-range  planning  process  to  be 
undertaken  by  each  district  and  circuit  Court.  GSA  is  hopeful  that  this  process  will  produce 
information  that  contributes  toward  developing  long-range  real  property  requirements  and 
priorities. 

RECOMMENDATION  #2  --  The  AOC  should  work  to  establish  a  priority  indicator  system. 
This  may  be  developed  as  an  outgrowth  of  the  Courts'  new  long-range  planning  system.  At 
the  very  least,  AOC  should  denote  the  level  of  urgency  of  each  project. 
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Creation  of  New  Judgeships 

A  longstanding  issue  between  GSA  and  the  AOC  has  been  the  length  of  time  required  to 
provide  courtrooms  and  related  space  for  newly  created  judgeships.  The  provision  of 
permanent  Court  facilities  for  newly  appointed  judges  has  often  lagged  several  years  behind 
the  appointments,  with  inefficient  temporary  arrangements  being  used  over  an  extended 
period.  This  has  been  particularly  troublesome  when  new  judgeships  have  been  created  en 
masse  through  omnibus  judgeship  legislation.  The  issue  was  noted  in  a  report  of  the 
National  Academy  of  Public  Administration  entitled.  Improving  Facilities  Management 
for  the  U.S.  Courts  (August  1987),  which  recommended  that  space  plarming, 
architect-engineering  work  and  all  steps  up  to  award  of  construction  contracts  proceed 
promptly  when  the  Judicial  Conference  approves  the  numbers  of  judges  and  magistrates  and 
their  locations. 

Congress  typically  does  not  pass  omnibus  judgeship  legislation  until  2  or  3  years  after  the 
Judicial  Conference  approves  the  number  and  locations  of  new  judgeships.  Furthermore, 
Congress  normally  does  not  change  judgeship  locations  in  the  legislation,  although  it  may 
add  judgeships  to  those  recommended  by  the  Judicial  Conference.  Thus,  it  is  possible  to 
begin  planning  for  facilities  from  the  Judicial  Conference  recommendations. 

GSA  and  the  AOC  have  responded  to  this  issue  by  successfully  working  together  to  plan 
facilities  for  the  "Class  of  1990"  omnibus  judgeships.  Most  new  facilities  will  be  available 
soon  after  the  judges  are  appointed.  This  is  a  2  to  3  year  improvement  over  previous 
efforts  to  accommodate  omnibus  judgeships. 

As  finally  enacted  in  1990,  the  omnibus  judgeship  legislation  (Public  Law  101-650)  included 
61  permanent  and  13  temporary  district  judgeships.  The  Courts  have  identified  61  probable 
locations  for  these  judgeships.  Depending  on  final  development  of  the  housing 
requirements  for  the  new  judges,  approximately  29  of  these  locations  require  prospectus 
level  projects.  The  projects  for  20  of  these  locations  have  already  been  developed  and 
funded  for  design  or  construction  or  have  been  authorized  for  lease  as  of  May  1991. 
Figure  1  lists  these  projects.  The  Courts  have  made  or  are  making  final  determinations 
on  the  locations  and  space  requirements  for  the  remaining  facilities  and  those  projects  are 
now  being  planned  by  GSA.  In  addition,  it  should  be  noted  that  project  plans  had  been 
developed  by  GSA  for  several  locations  to  accommodate  potential  omnibus  judgeships 
which  have  since  been  located  in  different  cities  by  the  Courts. 

In  the  future,  as  new  judgeships  are  considered  by  Congress,  GSA  and  the  AOC  will  initiate 
planning  for  suitable  facilities  as  soon  as  the  number  of  judgeships  and  locations  become 
dear. 

RECOMMENDATION  #J  --  GSA  and  the  AOC  should  continue  to  form  ad  hoc  groups  to 
address  common  problems  and  issues,  as  was  initiated  to  address  the  early  planning  for  the 
"Class  of  1990'  ommbus  judgeships. 
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Figure  1 

Prospectus  Projects  as  of  May  1991 

Authorized  for  Construction 

Newark,  King  Federal  Building-Courthouse  •  FY86 

Los  Angeles  Federal  Building-Courthouse  -  FY86 

San  Francisco,  450  Golden  Gate  Repairs  and  Alterations  -  FY88 

Hartford  Courthouse  Annex  -  FY89 

Manhattan,  Foley  Square  -  FY89 

Camden  Courthouse  Annex  -  FY89 

Trenton  Courthouse  Annex  -  FY89 

Philadelphia,  Byrne  Repairs  and  Alterations  -  FY90 

Brooklyn,  Celler  Repairs  and  Alterations  -  FY91 

Chicago,  Dirkscn  Repairs  and  Alterations  •  FY91 

Sacramento,  Moss  Building  Extension  -  FY91 

Portland,  OR  Courthouse  -  FY91 

Charleston,  WV  Courthouse  -  FY91 

Kansas  City,  MO  Courthouse  •  FY91 

AnthnriTy/t  fnr  TVxiyn 

Houston,  Casey  Repurs  and  Alterations  -  FY90 

Columbus  Federal  Building-Courthouse  Repairs  and  Alterations  -  FY90 

Oklahoma  City  Federal  Building-Courthouse  Repairs  and  Alterations  -  FY90 

Knoxville  Courthouse  -  FY91 

Worcester  Courthouse  Repairs  and  Alterations  -  FY91 

Authorized  for  Lease 
Tacoma  Union  Station 
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PROJECr  DELIVERY 

Improvements  in  planning  and  budgeting  will  also  lead  to  improvements  in  project  delivery, 
particularly  those  improvements  that  will  lead  to  shared  knowledge  of  priorities  and  project 
status.  There  are  a  nimiber  of  other  matters  which  the  GSA  and  AOC  can  pursue  jointly 
which  would  simplify  and  expedite  the  process. 

Location  and  Proiea  Scope 

GSA  has  traditionally  made  every  effort  to  house  courtrooms  and  related  Court  support 
space  in  Government-owned  facilities.  The  lack  of  a  commercial  market  for  Court  space, 
and  the  investment  required  to  convert  space  not  originally  constructed  for  this  purpose, 
make  leasing  undesirable  in  most  cases.  The  Public  Buildings  Act  of  1959,  as  amended, 
prohibits  GSA  from  leasing  space  with  an  annual  rent^  of  over  $1.6  million  to 
acconmiodate  "a  permanent  courtroom,  judicial  chamber,  or  administrative  office  for  any 
United  States  Court,"  unless  the  Administrator  of  GSA  presents  his  reasons  for  taking  such 
action  in  writing  to  the  Public  Works  Committees. 

The  construction  of  a  new  courthouse  or  courthouse  annex  to  meet  Court  expansion 
requirements  is  not  practical  when  the  requirement  involves  a  small  nimiber  of  additional 
courtrooms.  Accordingly,  existing  Government-owned  space  must  be  altered  to  create  the 
necessary  Court  facilities.  This  process  often  involves  the  following  steps,  at  a  minimum: 

-  Leasing  space  for  the  relocation  of  existing  tenants  displaced  by  the  Courts 
(including  the  alteration  of  the  leased  space  to  address  tenant  requirements); 

-  Design  of  structural  alterations  necessary  to  make  the  building  suitable  for 
courtrooms  and  court-related  activities; 

-  Actual  construction  work;  and 

-  Installation  of  Court  furnishings  and  finishes. 

A  number  of  factors  can  complicate  or  delay  these  steps.  If  the  Government-owned 
building  has  historic  status,  alterations  may  be  complicated  by  historic  preservation 
restrictions.  The  building  may  contain  asbestos,  which  must  be  removed  and  disposed  of 
during  the  course  of  construction  in  a  specified  maimer.  In  addition,  GSA  relies  virtually 
entirely  on  contractor  support  for  its  design  and  construction  work.  These  and  other  factors 
can  add  to  the  length  of  the  procurement  and  actual  construction  processes. 
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Project  delays  have  sometimes  been  interpreted  by  the  Courts  as  GSA  "foot-dragging." 
However,  if  the  Courts  do  not  provide  precise  requirements  to  GSA  prior  to  projea 
initiation,  or  if  they  change  the  requirements  they  have  previously  provided  on  specific 
projecu,  GSA  can  be  prevented  from  moving  the  project  into  the  next  stage.  For  example, 
delays  frequently  result  when  a  local  Court  representative  revises  housing  requirements 
which  have  already  been  agreed  upon  by  the  AOC  and  GSA. 

GSA  also  acts  as  a  "check  and  balance"  on  the  desires  of  the  Courts  for  new  and/or 
enhanced  facilities.  For  example,  GSA  is  able  to  suggest  ways  of  adding  courtrooms  to 
existing  buildings,  rather  than  building  new  courthouses.  Because  of  the  weak  position  of 
the  AOC  with  respect  to  the  Judicial  Conference  and  individual  judges,  and  because  Court 
budget  requests  may  be  included  in  the  President's  Budget  without  close  Administration 
scrutiny,  GSA's  review  of  Court  space  requests  is  the  Government's  primary  tool  to  ensure 
efficient  management  and  monitoring  of  Court  expansion. 


The  Prospectus  Process 

Section  7  of  the  Public  Buildings  Act  of  1959  requires  that  GSA  submit  a  prospectus  to  the 
House  and  Senate  Public  Works  Committees  for  every  project  or  leasing  action  exceeding 
a  threshold  currently  set  at  $1.6  million.  Prior  to  the  recent  joint  effort  of  GSA  and  the 
AOC  for  advanced  planning  to  accommodate  omnibus  judgeships,  GSA  would  submit  a 
prospectus  to  accommodate  the  new  judges  and  related  activities,  and  a  lease  prospectus 
to  house  the  Federal  tenants  displaced  by  the  Courts,  only  after  Congress  had  approved  an 
additional  judgeship. 

Preparation  of  these  prospectuses  normally  starts  with  planning  at  the  GSA  regional  level 
at  least  1  to  1  1/2  years  before  the  document  is  submitted  to  OMB  for  review,  prior  to 
submission  to  Congress.  Only  when  the  prospectus  is  submitted.  Congress  has  indicated  its 
approval,  and  funding  is  authorized  in  the  Federal  Buildings  Fund,  will  actual  project 
delivery  begin.  Many  delays  can  occur  in  getting  to  this  point  which  are  beyond  GSA's 
ability  to  control. 

There  are  opportunities  to  simplify  this  process.  If  Congress  has  been  notified  that  there 
is  the  intention  of  creating  a  new  judgeship,  this  act  could  be  considered  tantamount  to 
submission  of  prospectuses  to  design  and  construct  the  new  courtrooms  and  to  lease  space 
for  the  displaced  tenants.  Alternatively,  prospectuses  could  be  submitted  to  the  Public 
Works  Committees  in  advance  of  authorization  of  the  new  judgeships.  A  form  of  this 
approach  was  used  for  the  "Class  of  1990"  omnibus  judgeships. 

RECOMMENDATION  #4  -  GSA  will  continue  to  work  with  the  AOC  and  Congressional 
Committees  to  develop  expedited  procedures  for  the  consideration  of  repair  and  alteration 
projects  necessary  to  house  newly  created  judgeships.  Existing  budgeting  and  appropriation 
requirements  need  not  be  changed. 
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Revision  of  Standard  Level  Buildout 

The  Public  Buildings  Amendments  of  1972  authorized  GSA  to  finance  its  real  property 
operations  by  charging  its  tenants  for  space  and  related  services  at  a  rate  that  would 
approximate  commercial  charges  for  similar  space  and  services.  In  return  for  payment  of 
these  charges,  referred  to  as  Rent,  agencies  receive  a  standard  level  of  serviced  space. 

Traditionally,  a  number  of  the  usual  features  of  a  courtroom  (for  example,  the  judge's 
bench,  jury  boxes,  and  private  elevators  for  judges)  have  not  been  considered  by  GSA  to 
be  included  in  standard  level  buildout  This  means  that  when  GSA  has  been  constructing 
courtrooms  in  either  existing  or  new  buildings,  the  AOC  has  been  required  to  reimburse 
GSA  for  such  features  in  a  lump  sum,  prior  to  contract  award  for  the  construction  of  those 
features. 

After  consulting  with  the  AOC,  GSA  has  revised  its  definition  of  standard  level  buildout 
of  Court  space,  because  the  current  definition  does  not  represent  "ready-to-move-in"  space. 
Under  the  revised  definition,  GSA  will  deliver  fully  functional  courtrooms,  hearing  rooms, 
judges'  chambers,  and  ancillary  space.  The  plaimed  changes  to  the  standard  level  are 
summarized  in  Figure  2. 

The  new  definition  of  standard  level  buildout  for  Court  space  will  be  effective  for  all 
projects  funded  in  FY  1992  and  thereafter.  At  the  same  time,  GSA  will  also  adjust  the 
Construction  Ratios  used  to  compute  Rent  rates  for  Court  space  to  reflea  the  new  standard 
level.  The  Courts  will  continue  to  be  charged  on  a  reimbursable  basis  for  space  buildouts 
above  this  standard  level  (for  example,  higher  grades  of  paneling). 

GSA  believes  that  the  implementation  of  this  proposed  change  will  significantly  improve 
the  level  of  Court  satisfaction  with  project  delivery  and  financing.  In  addition,  GSA  and 
the  AOC  are  continuing  to  discuss  a  clarification  of  the  level  of  finishes  to  be  provided, 
when  such  finishes  arc  not  specified  in  the  U.S.  Court  Design  Guide. 

RECOMMENDATION  #5  --  GSA  and  the  AOC  should  continue  to  work  toward  an 
agreement  on  the  standard  level  of  finishes  to  be  provided  for  Court  space. 

RECOMMENDATION  #6  --  GSA  and  AOC  should  communicate  closely  on  all  financial 
matters,  to  enable  the  AOC  to  budget  pr  the  remaining  reimbursable  items  that  must  be  paid 
in  lump  sum  with  a  reasonable  degree  of  accuracy. 
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Figure  2 
Standard  Level  Alterations  for  U.S.  Courts 


POLICY  THROUGH  FY  91  -  New  Court  facilities  include  complete  construction  of 
chambers,  and  courtroom/hearing  room  envelope  with  appropriate  lighting,  wall 
construction,  basic  finishes,  carpeting  and  electrical  requirements. 


POLICY  EFFECTIVE  FY  92  -  In  addition  to  what  is  now  provided,  the  following  will  also 
be  provided: 

Courtrooms  and  Hearing  Rooms  Judge's  Chambers /Area  Court  Related 


Judge's  bench 

Jury  and  witness  boxes 

Railing  and  spectator 

seating 
Finishes  (doors,  walls, 

floors,  ceilings,  lighting) 


Built-in  bookcases  and 

shelving 
Fmishes  (doors,  walls, 

floors,  ceilings,  lighting) 
Judge's  elevator 


Prisoner  elevator 


Courtroom  Features 

The  criteria  used  by  architects  and  engineers  to  design  court  facilities  are  contained  in  the 
U.S.  Court  Design  Guide,  approved  by  the  Judicial  Conference  and  published  jointly  by  the 
Courts  and  GSA.  It  provides  general  information  on  Federal  judicial  processes  and  the 
environment  in  which  those  processes  take  place.  The  square  foot  area  for  court  activities 
included  in  the  guide  is  intended  to  be  followed  as  closely  as  possible  when  altering  space 
in  existing  buildings  and  designing  new  facilities. 

Revisions  to  this  guide  which  are  currently  under  way  will  help  GSA  better  address  Court 
needs.  One  such  revision  concerns  the  size  of  courtrooms.  In  recent  years,  there  have  been 
a  large  number  of  multiple  defendant  cases  which  cannot  be  accommodated  in  what  is  now 
defmed  as  a  standard  size  courtroom.  These  issues  are  of  great  interest  to  GSA,  because 
of  the  cost  to  construct  additional  courtrooms.  The  current  average  cost  to  buildout  bare 
space  to  accommodate  a  district  court  judge  in  an  existing  building,  requiring  no  major 
structural  changes,  is  approximately  $1  million. 

RECOMMENDATION  #7  --  GSA  and  AOC  should  continue  to  work  together  to  revise  the 
U.S.  Court  Design  Guide.  This  will  include  planning  and  budgeting  for  modifications  to  existing 
facilities,  and  construction  of  future  facilities  in  response  to  changes  in  the  guide. 
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Accounting  Methodologies 

In  accordance  with  guidance  issued  by  the  General  Accounting  Office,  Federal  Buildings 
Fund  (FBF)  accounts  are  kept  both  on  a  budgetary  basis  (comparing  available  resources 
to  new  obligational  authority,  or  NOA)  and  an  income  and  expense  basis  (comparing 
revenues  to  disbursements  or  outlays).  The  former  treatment  is  most  commonly  used  in 
FBF  budget  presentations,  and  is  the  version  that  is  most  familiar  to  Government  officials. 
The  latter  treatment  is  used  within  GSA  to  evaluate  the  financial  impact  (sometimes  called 
"profitability")  of  individual  buildings,  or  groups  of  buildings. 

A  major  difference  between  these  two  methods  is  the  treatment  of  major  capital 
expenditures.  When  GSA  is  formulating  its  annual  FBF  budget,  it  must  show  that  there  will 
be  sufficient  available  resources  in  that  year  to  cover  the  total  NOA  requested  for  all 
operating  budget  and  capital  budget  items,  regardless  of  when  the  funds  vnll  actually  be 
obligated  or  outlayed.  On  income  and  expense  statements,  however,  the  up-front  costs  of 
major  capital  investments  are  spread  over  the  projected  useful  life  of  the  asset.  The  effect 
of  this  is  to  "even  out"  the  impact  of  major  capitaJ  expenditures  on  individual  buildings  or 
groups  of  buildings,  and  also  to  indicate  the  actual  "consumption"  of  the  asset  over  its 
useful  life. 

Impact  of  the  Courts  on  the  FBF  Budget 

The  following  table  compares  the  annual  Rent  paid  by  the  Courts  to  the  amounts  in  the 
FBF  budget  for  (1)  operation  and  maintenance  of  existing  Court  space,  and  (2)  capital 
projects  to  satisfy  Court  expansion  requirements.  It  shows  that  for  the  period  of  FY  1984 
through  FY  1992,  GSA  has  budgeted  approximately  $424  million  more  for  Court  space  than 
it  will  collect  in  Rent  from  the  Courts.  This  level  of  funding  indicates  that  GSA  gives  Court 
requirements  for  space  a  high  priority  in  its  capital  budget  formulation  process. 

Table  3 

Impact  of  the  Courts  on  the  FBF  Budget  ($  Millions) 


Fucal 

Operating 

Capital 

Surplus/ 

XfiU 

Rent 

Buclyet 

fiiidgct 

Pcfiflt 

1984 

125.1 

87.7 

U 

36.1 

1985 

D5.2 

98.6 

2.1 

345 

1986 

141J 

123.1 

212.8 

-194.4 

1987 

181.1 

117.1 

353 

28.7 

1988 

224.0 

121.7 

56.9 

45.4 

1989 

238.1 

125.1 

127.0 

-14.0 

1990 

250.7 

141J 

43.6 

65.8 

1991 

269.7 

151.4 

616.2 

-497.9 

1992 

304.6 

167.1 

65.2 

723 

TOTAL  1870J)  1133.1  1160.4  -4233 
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Impact  of  the  Courts  on  FBF  Income  and  Expense 

The  Courts  currently  occupy  approximately  14.5  million  square  feet  of  space  in  663 
GSA-controlled  buildings  nationwide.  In  154  of  those  buildings,  where  they  occupy 
approximately  2  million  square  feet,  the  Courts  occupy  90  percent  or  more  of  the  building. 

Table  4  shows  the  current  income  and  expense  posture  of  those  buildings  prior  to  the 
depreciation  of  major  capital  investment  (which  is  not  pertinent  to  this  analysis).  The 
balance  of  funds  that  remain  when  operating  expenses  are  subtracted  from  Rent  represents 
the  contribution  of  those  buildings  to  the  resources  available  to  GSA  for  capital  investment 
(i.e.,  new  construction,  building  purchase,  and  repairs  and  alterations).  Because  the  vast 
majority  of  buildings  that  house  the  Courts  are  Government-owned,  these  buildings  make 
a  significant  annual  contribution  towards  GSA's  capital  investment  resources. 

If  the  legislation  proposed  by  the  AOC  were  enacted,  the  Courts  would  take  control  of  the 
154  buildings  where  they  are  the  primary  tenant.  They  would  also  pay  GSA  on  a 
cost-recovery  basis  for  space  that  they  continued  to  occupy  in  GSA-controlled  buildings, 
rather  than  paying  commercial  equivalent  Rent  (as  is  currently  the  case).  As  a  direct  result, 
the  FBF  would  lose  approximately  $118  million  each  year  that  is  currently  available  to  fund 
capital  investment  in  GSA's  total  real  property  inventory.  GSA  does  not  believe  that  such 
aaion  would  be  in  the  best  interest  of  the  Federal  Government  as  a  whole. 

Table  4 

FY  1991  FBF  Income  and  Expense 
for  Court-Occupied  Buildings  (S  Millions) 


Building  Summary  (All  Tenants^ 

154 
Buildings 

663 

PwiWings 

Rent 

Operating  Expenses  (-) 

45.5 
29.0 

696.1 
4502 

Balance 

16.5 

245.9 

Court-Occupied  Space  Onlv 

Rent 

Operating  Expenses  (-) 

43.9 
28.0 

269.7 
151.4 

Balance 


15.9 


118.3 
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GSA  will  continue  to  resist  strongly  a  cost  recovery  relationship  with  the  Courts  or  anv 
other  tenant.  The  FBF  is  based  on  the  principle  that  charging  a  commercially  equivalent 
Rent  will  generate  a  positive  balance  each  year  that  can  be  applied  by  GSA  to  capital 
investment,  based  upon  prioritized  requirements  throughout  the  inventory  of  buildings  under 
GSA  control,  and  GSA's  assessment  of  where  the  need  is  greatest.  The  FBF  does  not 
function  so  that  the  contribution  from  each  tenant  results  in  capital  investment  for  that 
tenant  alone,  because  the  tenants  have  limited  control  over  where  they  will  be  housed,  and 
no  control  over  the  amounts  generated  by  the  space  assigned  to  them  by  GSA.  Instead,  all 
agencies  have  an  equal  opportunity  to  benefit  from  GSA's  capital  investments  in  repair 
modernization,  new  construction,  and  building  purchase. 

RECOMMENDATION  #5  --  No  change  should  be  made  to  the  current  requirement  that  the 
Courts  pay  commercially  equivalent  Rent  rates  for  space  in  GSA-controlled  buildings. 

Amortization 

The  AOC  has  indicated  a  desire  to  pay  for  the  cost  of  above-standard  alterations  on  a  time 
financed  or  installment  basis  wherever  possible,  especially  when  the  GSA  portion  of  a 
projea  is  being  acquired  in  this  manner.  They  argue  that  amortization  would  both  "level 
out"  and  reduce  the  amount  to  be  budgeted  each  year  (thereby  eliciting  less  scrutiny  from 
OMB  and  Congress),  and  be  easier  to  determine  in  advance  (since  GSA  will  have  dready 
incurred  the  exact  cost).  There  are  inherent  difficulties  for  the  AOC  in  budgeting  the 
correct  amount  in  each  fiscal  year  for  lump  sum  reimbursement  to  GSA,  and  in  certain 
years  these  costs  can  be  significant. 

GSA  holds  that  the  AOC's  desire  to  pay  for  the  cost  of  above-standard  alterations  on  a 
time  financed  basis  is  not  feasible  for  both  legal  and  policy  reasons.  The  Anti-Deficiency 
Act  prevents  GSA  from  using  the  FBF  as  a  "time  financing"  mechanism  for  above-standard 
alterations  requested  by  tenant  agencies.  GSA  does  not  have  the  authority  to  accept  an 
order  for  reimbursable  work  from  another  agency  without  the  assurance  from  the  ordering 
agency  that  funds  are  available  lor  immediate  obligation  and  reimbursement  to  GSA  for 
the  requested  work  (31  U.S.C.  1341(a)(1)(A)).  GSA  cannot,  therefore,  establish  a  policy 
wherein  it  contracts  for  major  services  when  reimbursement  is  subject  to  the  availability 
of  future  appropriations.  GSA  would  have  to  budget  for  and  receive  obligational  authority 
for  these  additional  costs,  possibly  at  the  expense  of  other  capital  projects. 

Since  the  AOC  first  approached  GSA  with  this  proposal,  two  relevant  policies  have 
changed,  largely  eliminating  the  amortization  issue.  First,  GSA  is  no  longer  acquiring  new 
federally  owned  space  through  time  financing  (lease  purchase)  methods.  Second,  the  new 
design  guide  substantially  reduces  the  amount  of  reimbursable  funding  required  for  Court 
projects. 

RECOMMENDATION  #9  -  No  change  should  be  made  to  the  requirement  for  up-front, 
lump  sum  reimbursement  for  above-standard  alterations.  However,  the  expansion  of  what  is 
provided  to  the  Courts  as  standard  level  buUdout  will  partially  resolve  the  concerns  of  the  AOC 
in  this  matter. 
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CONCLUSION 

The  enactment  of  the  legislation  proposed  by  the  AOC  would  not  resolve  the  AOCs 
underlying  real  property  management  problems,  and  could  in  fact  create  additional 
problems  for  the  FederaJ  Government  as  a  whole. 

GSA  continues  to  believe  that  the  best  overall  solution  to  improving  its  relationship  with 
the  AOC  and  the  Courts  is  better  communication,  and  a  mutual  respect  for  the  abilities  and 
constraints  facing  both  GSA  and  the  AOC.  The  foundation  of  this  improved  relationship 
must  be  a  realistic  agreement  on  what  must  be  done  by  each  party  to  facilitate  delivery  of 
finished  courtrooms  and  related  space  where  needed,  when  needed,  with  the  appropriate 
features  and  in  a  cost-effective  manner.  If  both  GSA  and  the  AOC  will  build  upon  that 
foundation  through  improved  communication  and  mutual  trust,  the  housing  requirements 
of  the  Courts  can  be  addressed  in  a  positive  manner,  both  now  and  into  the  future.  Over 
the  last  year,  GSA  and  the  AOC  have  made  significant  advances  toward  this  objeaive,  and 
GSA  remains  committed  to  achieving  continued  improvements  in  its  relationship  with  the 
Courts. 
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Statement  of  Hon.  Robert  E.  Cowen,  Federal  Judge,  Third  Circuit  Court  of 
Appeals,  and  Ch/jrman,  U.S.  Judicial  Conference  Committee  on  Security, 
Space  and  Facilities 

Mr.  Chairman  and  Members  of  the  Subcommittee,  thank  you  for  the  opportunity 
to  appear  before  you  today  to  discuss  actions  taken  by  the  Judicial  Conference  at 
its  meeting  in  September  to  prioritize  and  further  control  our  space  and  facilities 
needs.  You  also  asked  that  we  comment  on  a  recent  report  prepared  by  GSA's  In- 
spector General  and  on  a  recent  proposal  made  by  GSA  Administrator  Johnson  to 
establish  an  interbranch  panel  on  courthouse  construction  guidelines. 

LONG  range  project  PRIORITIES 

Mr.  Chairman,  at  its  last  session  in  September,  the  Judicial  Conference  approved 
a  5-year  plan  of  courthouse  construction  projects.  The  plan  includes  a  listing  of 
projects,  prioritized  by  fiscal  year,  that  reflects  the  housmg  needs  of  the  judiciary 
from  fiscal  years  1996  through  2000.  We  anticipate  updating  the  plan  every  year 
to  incorporate  actions  taken  by  the  Congress  on  projects,  and  any  cnanges  in  prior- 
ities that  might  have  developed  over  the  previous  12  months. 

The  judiciary,  through  the  use  of  statistical  methods  that  form  the  basis  of  long 
range  projections  of  housing  needs,  has  identified  all  of  the  locations  where  the 
courts  will  outgrow  the  facilities  they  presently  occupy.  The  Judicial  Conference's 
Security,  Space  and  Facilities  Committee,  working  with  the  courts  and  circuit  judi- 
cial councils  involved,  evaluated  those  projects  needing  funding  over  the  next  5 
years  so  that  the  Congress  and  the  executive  branch  would  be  aware  of  our  most 
urgent  needs.  ^ 

When  we  began  developing  the  plan  over  12  months  ago,  we  assumed  that  fund- 
ing levels  would  be  equal  to  those  made  available  in  previous  years.  However,  due 
to  the  severe  budgetary  constraints  within  which  we  all  must  operate  in  these  times 
of  deficit  reduction,  the  amount  projected  to  be  available  for  courthouse  construction 
will  be  significantly  reduced.  We,  therefore,  must  revise  the  plan  to  take  into  ac- 
count reduced  funding  levels.  We  will  incorporate  actions  taken  by  the  Congress  on 
the  1996  construction  program  and  revise  tne  plan  for  the  years  1997-2001  to  take 
into  account  the  reduced  funding  levels  now  being  contemplated  by  the  Congress. 
These  revisions  will  be  considered  for  approval  by  the  Conference  in  March  1996. 
We  would  be  pleased  to  ofier  the  staff  a  more  detailed  briefing  on  the  5-year  plan. 

We  agree  with  the  priorities  established  by  the  appropriations  committees  for 
courthouse  construction  in  1996.  We  urge  you  to  move  forward  with  authorization 
of  these  critically  needed  projects.  They  have  undergone  years  of  planning  and  re- 
view and  millions  of  dollars  have  alreaoy  been  expended  on  them.  Finally,  these 
projects  meet  criteria  you  have  outlined  previously,  namely  that: 

•  they  are  necessary  to  ensure  the  life,  safety  and  health  of  tenants; 

•  they  have  an  urgency  of  need  and  will  realize  a  good  return  on  investment; 

•  they  utilize  cost-saving  opportunities,  including  low  cost  and  donated  sites; 

•  they  comport  with  GSA  benchmarks  established  in  time-out  and  review; 

•  they  are  necessary  to  avoid  expensive,  short-term  holdover  situations  due  to 
lease  expirations;  and 

•  they  represent  a  fixed  need  for  a  permanent  Federal  agency. 

There  has  been  much  discussion  about  the  need  to  rank  projects  within  a  given 
year,  in  order  of  priority.  The  Security,  Space  and  Facilities  Committee  will  rec- 
ommend that  the  Judicial  Conference  adopt  criteria  for  taking  that  next  step  at  its 
March  session.  Our  goal  is  to  provide  to  the  Judicial  Conference  for  approval  the 
criteria  for  ranking  projects  within  a  given  year  and  a  list  of  1997  projects  to  which 
those  criteria  have  been  applied.  It  is  important  for  the  Committee  to  understand, 
however,  that  there  are  inherent  difficulties  with  such  a  ranking.  For  example,  some 
projects  could  prove  to  be  of  equal  urgency,  and  it  could  be  dimcult  to  compare  one 
particular  local  housing  situation  with  another.  We  also  must  weigh  the  competing 
factors  of  security,  health  and  safety,  and  the  need  for  space  to  house  judges. 

As  we  proceed  with  this  effort,  it  would  be  very  helpful  to  the  judiciary  to  have 
some  guiaance  from  Congress  on  what  funding  level  should  be  assumed  for  the  next 
sever^  years.  We  hope  you  would  support  us  on  that.  We  would  then  ensure  that 
our  projects  meet  relevant  priority  criteria  and  are  within  the  appropriate  funding 
caps.  We  would,  of  course,  want  to  work  with  you  and  the  executive  branch  to  make 
sure  that  you  are  satisfied  with  the  criteria  themselves  and  how  they  have  been  ap- 
plied to  specific  projects. 


1  The  judicial  councils  have  certain  administrative  responsibilities  for  the  courts  within  their 
respective  circuit,  including  tiie  statutory  authority  to  determine  the  need  for  court  accommoda- 
tions. 
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OTHER  COST  CONTAINMENT  INITIATIVES 

Within  the  judiciary  there  are  also  a  number  of  initiatives  underway  to  improve 
space  management  and  to  reduce  costs.  An  initiative  announced  about  2  weeks  ago 
called  for: 

•  Reviewing  U.S.  Courts  Design  Guide  Space  Standards.  In  addition  to  evaluation 
of  the  guidelines  by  appropriate  program  managers  within  the  Administrative 
Office  and  the  courts,  the  judiciary  will  seek  input  from  architects  and  engi- 
neers that  have  worked  with  the  Guide.  They  will  be  asked  to  comment  on  what 
they  found  works  well,  what  doesn't,  what  results  in  particularly  efficient  space 
utilization,  and  areas  where  further  cost  savings  could  be  achieved. 

•  Resizing.  Projects  will  be  reevaluated  to  ensure  that  court  units  have  the  right 
amount  of  space  needed  to  do  their  jobs.  The  judiciary  has  had  limited  funding 
available  for  staff  over  the  past  few  years.  Therefore,  all  projects — those  requir- 
ing congressional  approval  and  those  that  do  not — will  be  re-evaluated  to  make 
sure  we  are  not  overbuilding. 

•  Rental  Rate  Review.  We  are  reviewing  our  space  billing  from  GSA  to  determine 
whether  any  further  reductions  may  be  achieved. 

At  its  September  1995  session,  the  Conference  determined  that  its  Security,  Space 
and  Facilities  and  Budget  Committees  should  work  with  the  Administrative  Office 
to  devise  a  plan  (for  approval  by  the  Judicial  Conference  in  March  1996)  to  reduce 
the  judiciary's  space  rental  payments  to  GSA,  which  now  total  some  $520  million. 
To  meet  the  challenge  set  by  the  Conference,  a  number  of  actions  are  already  under- 
way or  will  be  shortly  to  reduce  the  rate  of  space  rental  growth  and  to  introduce 
enhanced  space  management  practices  throughout  the  Federal  courts. 

Additional  efforts  in  this  area  include: 

•  Establishing  Criteria  for  Opening  or  Closing  Facilities.  The  Judicial  Conference 
approved  closing  six  facilities  at  its  September  1995  session.  We  are  reviewing 
a  substantial  number  of  other  courthouses  and  will  be  pursuing  with  other  com- 
mittees of  the  Conference  establishment  of  criteria  that  could  be  used  when 
evaluating  the  need  for  opening  or  closing  a  facility. 

•  Implementing  Good  Space  Management  Practices.  Our  goal  will  be  to  enhance 
space  utilization  through  development  of  a  detailed  space  inventory,  establish- 
ment of  benchmarks  for  the  amounts  of  and  types  of  space  required  in  relation 
to  staffing  and  functions,  and  to  provide  incentives  to  encourage  more  efficient 
space  management  and  release  of  space  which  exceeds  benchmarks. 

As  I  hope  you  and  the  other  Members  can  see,  much  is  being  done  to  manage  our 
space  needs.  We  hope  you  will  recognize  these  efforts,  so  that  critically  needed 
projects  can  proceed. 

GSA  INSPECTOR  GENERAL  REPORT 

We  have  looked  at  the  Inspector  General's  report  on  courthouses  and  are  hesitant 
to  draw  any  conclusions  about  its  contents.  The  judiciary  was  never  given  an  oppor- 
tunity to  review  the  report  in  draft,  nor  did  the  inspector  general  ever  discuss  it 
with  us.  We  did  receive  a  copy  several  days  after  it  was  officially  issued.  We  found 
out  about  it  by  reading  a  story  in  The  Washington  Post.  We  were  all  a  bit  dis- 
appointed in  the  lack  of  communication  from  GSA  on  this  report,  since  up  to  a  few 
months  ago  we  felt  communication  in  general  had  been  quite  good. 

As  in  most  reports  about  construction  we  found  the  use  of  terms  to  be  subjective 
and  value-laden.  For  example,  use  of  the  word  "embellishment"  throughout  the  re- 
port without  stating  the  criteria  used  to  define  an  "embellishment"  is  not  very  help- 
ful or  productive.  The  report  seems  to  draw  conclusions  about  finishes  that  are  in- 
consistent with  the  findings  of  an  independent  panel  of  construction  professionals 
convened  by  GSA  2  years  ago.  The  panel  found  that  finishes  were  not  driving  the 
costs  of  projects. 

The  IG  report  indicates  that  project  cost  increases  resulted  from  revisions  to  court 
design  guidelines.  On  the  contrary,  an  independent  construction  cost  consultant 
found  that  changes  approved  by  the  Judicial  Conference  to  the  sidelines  since  they 
were  first  publisned  in  1991  saved  $1.5  million  in  the  average-sized  courthouse.  The 
report  does  not  recognize  that  prior  to  adoption  of  the  guidelines  there  was  little 
information  for  architects  to  follow  about  functional  requirements  and  finishes.  The 
report  also  does  not  recognize  that  the  standard  for  courtrooms  has  increased  only 
in  the  sense  that  the  standard  district  trial  courtroom  of  2,400  square  feet  was  in 
use  for  a  number  of  years  prior  to  an  experiment  with  smaller  courtrooms  in  the 
1970's  and  1980's.  The  change  back  to  the  current  standard  of  2,400  feet  was  needed 
to  accommodate  the  needs  of  litigants.  We  will  submit  for  the  record  charts  that 
compare  the  old  and  current  courtroom  sizes. 
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INTERBRANCH  COURTHOUSE  PANEL 


We  received  in  the  mail  on  October  31,  a  letter  from  GSA  Administrator  Johnson 
calling  for  an  interbranch  panel  to  work  out  an  agreement  on  courthouse  building 
standards.  We  want  to  work  closely  with  you  and  Mr.  Johnson.  The  door  has  been 
open,  and  always  will  be.  However,  we  object  to  any  suggestion  that  we  go  through 
another  "moratorium"  or  "time  out."  There  are  critically  needed  projects  pending, 
some  of  which  are  ready  for  construction  contract  award. 

GSA's  letter,  its  IG  report,  and  a  soon  to  be  released  General  Accounting  Office 
review  of  courthouse  construction  recognize  that  significant  progress  has  been  made 
to  ensure  delivery  of  cost-effective,  well-managed  projects.  We  have  gone  through 
one  time-out  and  review,  which  has  been  touted  as  being  immensely  successful.  GSA 
has  developed  project  budget  benchmarks.  It  has  placed  increased  emphasis  on 
project  management  with  the  creation  of  a  Courthouse  Management  Group  staff 
dedicated  to  ensuring  that  "best  practices"  are  adopted  by  GSA  regional  offices  na- 
tionwide. In  fact,  we  are  finding  that  many  projects  are  being  constructed  for  less 
than  the  amounts  budgeted. 

Clearly,  interested  parties  should  sit  down  on  matters  of  concern,  define  issues, 
and  let  the  responsible  organization  or  branch  address  the  issue  to  the  satisfaction 
of  the  others.  Mr.  Johnson  has  been  invited  to  talk  with  us  and  the  Security,  Space 
and  Facilities  Committee  on  several  occasions.  We  fail  to  see  the  need  for  another 
task  force  to  work  out  any  concerns.  With  increased  effectiveness  of  the  Courthouse 
Management  Group  and  completion  by  the  judiciary  of  the  several  initiatives  we 
have  underway,  we  should  be  able  to  address  congressional  concerns  prior  to  your 
consideration  of  fiscal  year  1997  courthouse  construction  projects. 

Mr.  Chairman,  this  concludes  our  testimony.  We  would  be  pleased  to  answer  any 
questions  you  have. 


Statement  of  Joel  S.  Gallay,  Deputy  Inspector  General,  General  Services 

Administration 

Good  morning  Mr.  Chairman  and  members  of  the  Subcommittee. 

We  appreciate  the  opportunity  to  come  before  the  Subcommittee  to  present  the  re- 
sults of  our  "Review  of  Bidding  and  Construction  Practices  on  GSA's  Major  Con- 
struction Projects." 

With  me  this  morning  are  Mr.  William  E.  Wh5rte,  Jr.,  Assistant  Inspector  General 
for  Auditing,  and  his  Deputy,  Mr.  Eugene  L.  Waszily. 

In  April  1994,  citing  a  continuing  stream  of  rumor  and  innuendo  from  the  media, 
industry  and  the  public,  and  concerns  raised  by  the  Congress  about  improper  activi- 
ties on  past  Federal  building  projects,  the  General  Services  Administration's  Admin- 
istrator requested  our  office  to  conduct  a  review  of  bidding  and  contracting  practices 
on  major  building  projects  of  the  past  few  years. 

To  address  the  Administrator's  concerns  relating  to  potential  contracting  impro- 
prieties, we  first  studied  the  entire  construction  process,  from  the  identification  of 
a  need  for  additional  new  space,  to  the  actual  delivery  of  the  completed  building. 
Using  this  information,  we  assessed  the  specific  phases  of  the  process  which  were 
most  vulnerable  to  fraud,  manipulation  or  undue  influence  and  then  developed  audit 
tests  designed  to  detect  such  improprieties. 

We  selected  18  building  projects  active  since  1988  as  our  review  sample  and  then 
conducted  detailed  record  reviews  and  audit  testing  of  specific  phases  of  each 
project.  The  projects  were  chosen  either  because  of  their  size  or  because  the  projects 
had  been  the  subject  of  negative  media  coverage  or  congressional  concern.  Although 
our  review  was  not  focused  on  courthouse  construction  specifically,  9  of  the  18 
projects  selected  for  review  involved  developing  space  for  the  Administrative  Office 
of  the  U.S.  Courts. 

I  must  stress  that  while  our  review  found  shortcomings  in  the  processes  and  pro- 
cedures used  in  the  development  of  general  office  space  and  courthouse  facilities, 
our  scope  of  work  was  not  designed  to,  nor  should  it  be  used  to  draw  broad  conclu- 
sions regarding  the  overall  efficacy  of  GSA's  courthouse  construction  program.  Our 
review  did,  however,  raise  specific  issues  related  to  the  development  of  courthouses 
and  I  will  speak  to  these. 

audit  results 

Our  audit  tests  found  no  evidence  that  contract  awards  had  been  directed  to, 
modified  or  otherwise  manipulated  to  benefit  specific  contractors  or  development 
teams.  The  study  did,  however,  identify  several  aspects  of  the  construction  process 
where  current  policy  is  inadequate,  and  several  instances  where  failure  to  follow  ex- 
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isting  procedures  resulted  in  inefficiencies  and  time  delays,  or  added  costs  to  com- 
pleting a  project.  Shortcomings  varied  by  project  but  individually  were  sufficiently 
significant  to  warrant  management  attention. 

in  part,  some  weaknesses  can  be  explained  by  the  fact  that  each  of  GSA's  11  re- 
gional offices  have  had  ^irly  broad  latitude  in  the  management  of  individual  con- 
struction projects  within  their  respective  geographical  areas  of  responsibility.  While 
we  appreciate  the  importance  of  keeping  management  close  to  the  work  and  close 
to  the  client,  we  did  see  a  need  for  more  centralized  guidance  of  the  process  and 
a  broader  sharing  of  "lessons  learned."  This  would  enaole  other  regions  to  identify 
and  employ  the  best  practices  and  approaches  and  avoid  those  pitfalls  experienced 
on  earlier  projects. 

Our  report  makes  clear  that  not  all  the  shortcomings  within  the  major  construc- 
tion program  stem  from  within  GSA.  Project  timeframes  from  initial  concept  to  ac- 
tual delivery  of  a  building  can  span  several  years.  Along  this  path,  GSA  must  fre- 
quently adjust,  and  in  some  instances  totally  rework,  its  plans  based  upon  the 
changing  needs  of  its  clients,  and  to  comply  with  specific  instructions  given  by  the 
Congress  in  connection  with  both  authorizations  to  construct  and  appropriations  to 
fund  the  projects.  Such  delays  and  midstream  revisions  to  projects  can  lead  to  sub- 
stantial increases  in  costs. 

One  problematic  aspect  of  planning  which  relates  specifically  to  the  development 
of  courthouses  is  the  recent  trend  to  define  new  space  recjuirements  in  terms  of 
long-term  perceived  needs.  Specific  projects  which  we  examined  called  for  building 
courthouse  facilities  to  satisfy  space  requirements  anticipated  for  20-25  years  in  the 
future.  As  a  result,  some  newly  completed  buildings  will  have  courtrooms  and  ancil- 
lary spaces  which  are  likely  to  remain  unused  or  underutilized  for  extended  periods. 
Although  this  was  not  a  matter  specifically  highlighted  in  detail  in  our  report,  we 
believe  strongly  that  it  warrants  attention  in  any  future  studies  of  courthouse  plan- 
ning and  development. 

In  the  area  of^  selecting  developers  to  build  specific  projects,  again  while  we  found 
no  wrongdoing,  we  did  find  that  frequently  client  agency  representatives  had  sub- 
stantial, and  at  times  seemingly  disproportionate,  influence  on  decisions.  This  also 
carried  over  to  influencing  the  selection  of  building  finishes  and  appointments. 

In  terms  of  dollar  value  and  frecjuency  of  special  requests,  the  client  most  likely 
to  request  that  GSA  upgrade  facilities  and  finishes  of  buildings  was  the  U.S.  Courts. 
Their  requests  have  added  several  millions  of  dollars  to  the  costs  of  delivering  indi- 
vidual projects.  Most  disconcerting  is  the  long-term  trend  in  courthouse  design  phi- 
losophy which  has  defined  in  increasingly  grand  terms  what  is  "standard"  for  incor- 
poration in  newer  court  facilities. 

This  causes  several  major  concerns.  First,  extensive  upgrades  generate  substan- 
tial and  often  unnecessary  costs.  They  also  can  create  ill  will  and  perceptions  of  gov- 
ernment waste  when  details  of  what  seem  to  be  extravagant  or  inappropriate  ex- 
penditures become  known  publicly.  Second,  it  places  GSA  in  the  conflicting  posture 
of  trying  to  meet  the  needs  and  expectations  of  its  clients  and  at  the  same  time  ful- 
fill its  role  as  steward  of  taxpayer  funds.  Finally,  and  equally  as  important,  building 
enhancements  in  several  instances  have  increased  costs  to  such  an  extent  that  the 
annual  rental  payments  on  some  projects  will  be  inadequate  to  pay  for  operations 
and  repay  the  borrowings  which  financed  them.  That  is,  they  are  unable  to  pay  for 
themselves.  Deficits  force  GSA  to  withdraw  additional  moneys  from  the  Federal 
Buildings  Fund  to  make  up  for  these  losses.  Left  unchecked,  if  the  number  of  nega- 
tive casn-flow  buildings  continues  to  increase,  these  losses  could  impair  the  overall 
financial  soundness  of  the  Federal  Buildings  Fund.  Moreover,  such  use  of  funds  to 
cover  losses  means  that  revenues  paid  into  the  Federal  Buildings  Fund  by  some 
agencies  are  being  used  to  subsidize  the  buildings  and  projects  of  others.  It  also 
causes  other  needed  projects  to  be  postponed. 

Our  report  contains  specific  recommendations  to  enhance  the  effectiveness  of  the 
various  aspects  of  the  construction  program.  The  central  theme  of  our  recommenda- 
tions is  that  GSA  needs  to  strengthen  its  oversight  to  ensure  that  public  funds  are 
spent  wisely.  Many  of  the  issues  raised  in  our  review  are  being  addressed.  Adminis- 
trator Johnson's  "Time  Out  &.  Review"  program,  designed  to  reassess  and  redefine 
pending  construction  projects,  and  the  more  recently  created  Courthouse  Manage- 
ment Group,  formed  to  bring  a  national  focus  to  program  efficiency  and  cost  effec- 
tiveness, are  two  very  positive  steps  initiated  even  before  completion  of  our  review. 

Clearly,  to  address  all  of  these  issues  fully  will  require  the  involvement  and  com- 
mitment of  GSA,  its  client  agencies  and  the  Congress.  We  are  pleased  with  how 
GSA  has  reacted  to  our  report  and  we  will  be  pleased  to  provide  any  additional  as- 
sistance needed  to  move  this  program  forward. 

Mr.  Chairman,  this  concludes  my  prepared  remarks.  I  would  be  happy  to  respond 
to  any  questions  you  or  members  of  the  Subcommittee  may  have. 
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NOTICE 

This  report  contains  information  subject  to  the  nondis- 
closure provisions  of  the  Trade  Secrets  Act  U.S.C.A  1905§, 
It  is  provided  to  the  Congress  for  its  official  purposes. 
Should  public  disclosure  become  necessary,  please  contact 
Ms.  Kathleen  Tighe,  Counsel  to  the  Inspector  General,  prior 
to  release  of  the  report. 
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EXECUTIVE  BRIEF 


Why  the  Audit  was  Performed 

The  Administrator  of  GSA,  concerned  over  the  growing  numbers  of  complaints,  allegations  and 
negative  media  articles  regarding  the  Agency's  major  construction  program,  requested  the  Office 
of  Inspector  General  to  perform  an  independent  review  to  determine  whether  there  was  any  truth 
to  the  allegations  that  contracting  improprieties  had  influenced  who  received  major  construction 
contracts.  Two  additional  objectives  were  added  to  the  audit  in  order  to  address  assertions  that 
the  GSA  construction  program  was  wasteful  and  provided  luxurious  accommodations.  We 
considered  whether  the  various  phases  of  plaiming  and  contracting  for  major  projects  were 
performed  in  an  efficient  and  effective  maimer,  and  whether  the  buildings  delivered  were 
suitable  for  customers'  missions  without  including  amenities  unsuitable  for  government  office 
space. 

Nature  of  the  Contracting  Process 

Traditionally,  GSA  had  used  competitive  bidding  to  award  contracts  for  constructing  buildings. 
However,  since  1988,  many  contracts  have  been  crafted  under  the  concept  known  as  design-build 
wherein  a  single  development  team  is  selected  and  given  full  responsibility  to  design,  construct 
and  deliver  a  building  ready  for  occupancy.  The  wiiming  team  is  chosen  by  following  a  source 
selection  method  wherein  GSA  appoints  a  board  which  evaluates  qualifications,  management 
plans,  and  building  concepts  submitted  by  prospective  contractors.  The  board  then  recommends 
for  contract  award  the  development  team  whose  proposal  constitutes,  not  the  lowest  price,  but 
rather  the  best  overall  value  in  terms  of  aesthetics,  design  excellence,  functionality,  and 
efficiency  and  is  offered  at  a  price  considered  reasonable. 

The  source  selection  process  is  complex,  but  when  used  properly,  it  can  expedite  the  delivery 
of  a  finished  building  and  produce  better  results.  Using  this  method,  GSA  has  successfully 
delivered  buildings  that  have  pleased  its  clients  and  earned  the  agency  awards  and  critical 
acclaim  for  design  excellence.  GSA  has  also  used  progressively  more  economical  means  to 
finance  major  construction  projects.  For  1 1  projects  financed  through  the  Federal  Financing 
Bank  over  $500  million  dollars  in  finance  charges  will  be  saved  over  the  next  three  decades. 

How  We  Structured  the  Audit 

To  address  the  Administrator's  concerns  relating  to  potential  contracting  unproprieties,  we  first 
studied  the  entire  construction  process,  from  the  identification  of  a  need  for  additional  new 
space,  to  the  actual  delivery  of  the  completed  building.   Using  this  information,  we  assessed 
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phases  of  the  process  which  -vere  the  most  vulnerable  to  fraud,  manipulation  or  undue  influence 
and  then  developed  audit  tests  designed  to  detect  such  improprieties.  Next,  we  selected  for  the 
study's  sample,  18  building  projects  active  since  1988  and  then  conducted  detailed  record 
reviews  and  audit  testing  of  key  aspects  of  each  project.  The  projects  were  chosen  either 
because  of  their  size  or  because  they  had  received  negative  Congressional  or  media  coverage. 

Study  Outcomes 

Our  audit  tests  found  no  evidence  that  contract  awards  had  been  directed  to,  modified  or 
otherwise  manipulated  to  benefit  specific  contractors  or  development  teams.  The  study  did, 
however,  identify  several  aspects  of  the  construction  process  where  current  policy  is  inadequate, 
and  several  instances  where  misapplication  of  existing  procedures  impacted  negatively  on 
efficiency  and  timeliness,  or  added  costs  to  completing  a  project.  Shortcomings  varied  by 
project  but  individually  were  sufficiently  significant  to  warrant  management  attention  As 
examples: 

Planning  for  projects  could  not  keep  pace  with  changes  to  space  requirements  causing 
redesign  or  even  relocation  of  projects  and  adding  several  millions  of  dollars  in  costs. 
Source  selection  committees  operated  in  a  manner  that  suggested  some  individual 
members  carried  more  influence  in  the  selection  decision.  In  another  instance,  the  pre- 
established  evaluation  criteria  were  not  fully  adhered  to.  Both  instances  at  least  raise 
perception  questions  regarding  the  integrity  and  equity  of  the  selection  process. 
Some  projects  .i;ade  extensive  use  of  change  orders,  a  costly  method  of  procurement. 
The  project  experiencing  the  largest  cost  growth  had  over  $120  million  in  change  orders. 

We  also  identified  several  instances  where  GSA  agreed,  at  times  reluctantly,  to  meet  client 
agencies'  requests  for  incorporation  in  specific  projects,  special  features  and  quality 
enhancements  which  we  would  characterize  as  extravagant  or  inappropriate  for  inclusion  in 
government  office  space.   Examples  include: 

Specialized  flooring  at  10  times  the  cost  of  standard  carpet. 

Added  kitchens  and  private  bathrooms. 

Ever  increasing  size  of  offices  -  in  some  instances  judicial  chambers  are  larger  than  the 

courtrooms. 

One  Federal  Building  was  modified  to  allow  floor  space  for  55  sq>arate  eating  places. 

Failure  to  implement  sound  business  practices  and  the  adding  of  unwarranted  embellishments  to 
projects  can  damage  GSA's  public  image  and  that  of  Government  generally.  Moreover,  as 
project  costs  rise,  it  has  serious  financial  implications.  The  addition  of  embellishments  to  some 
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projects  and  cost  escalations  that  we  studied,  placed  into  service  several  new  buildings  which, 
for  years  to  come,  will  not  generate  sufficient  rental  revenues  to  meet  their  annual  loan  service 
and  operating  expenses.  While  the  Federal  Buildings  Fund  has  adequate  current  reserves  to 
cover  these  losses,  the  Fund's  overall  financial  viability  could  be  impaired  if  GSA  continues  to 
increase  the  number  of  new  buildings  constructed  which  cannot  generate  adequate  revenues  to 
cover  expenses. 

In  this  report,  we  have  strived  to  provide  a  balanced  presentation  of  the  workings  of  the  building 
construction  program.  Our  highlighting  of  shortcomings  discovered  is  intended  not  to  cast 
blame,  but  rather  to  reap  the  benefit  of  lessons  learned,  so  that  similar  events  are  not  repeated 
in  the  future. 
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Date     :    September  27,  1995 

Reply  to 

Attn  of:   William  E.  Whyte,  Jr. 

Assistant  Inspector  Creneral  for  Auditing  (JA) 

Subject:   Review  of  Bidding  and  Contracting  Practices  on  GSA's 
Major  Construction  Projects 
Report  Number  A41560/P/5/R95042 

To       :    Roger  W.  Johnson 
Administrator  (A) 

Kenneth  R.  Kimbrough 

Commissioner,  Public  Buildings  Service  (P) 

This  report  presents  the  results  of  the  Office  of  Inspector  General's  review  of  bidding  and 
contracting  practices  for  GSA's  major  construction  projects. 

The  Administrator  of  GSA  requested  that  the  Inspector  General  review  GSA's  construction 
program  because  of  allegations  and  concerns  from  the  media,  industry,  public,  and  Congress 
suggesting  wrongdoing  was  occuring  in  the  award  of  contracts.  The  objectives  of  the  audit  were 
to  determine  if  contracts  were  improperly  steered  to  specific  contractors,  if  there  were 
procurement  practices  which  were  inefficient  or  ineffective,  and  if  GSA  acted  prudently  when 
acquiring  new  buildings. 

Our  audit  did  not  disclose  any  evidence  that  construction  contracts  were  steered  to  specific 
contractors.  We  also  concluded  that  there  were  no  improper  actions  taken  by  GSA  officials 
when  a  change  was  made  in  the  method  of  fmancing  for  specific  building  projects.  We  did, 
however,  identify  several  weaknesses  in  the  procurement  system  and  frequent  non-compliance 
with  existing  procedures.  Our  report  recommends  improvements  in  the  areas  of:  planning  and 
development  of  projects;  the  evaluation  of  contractors'  proposals;  the  planning  and  execution  of 
procurements;  the  provision  of  construction  work  for  embellishments  and  personal  conveniences; 
and  financial  analysis  of  proposed  projects. 

The  response  of  the  Commissioner,  Public  Buildings  Service,  to  the  draft  audit  report  is  included 
as  an  appendix  on  page  B-1  of  this  report. 
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We  wish  to  express  our  appreciation  to  the  officials  and  other  employees  in  the  Public  Buildings 
Service  for  their  cooperation  and  courtesies  extended  to  our  auditors.  If  you  have  any  questions, 
please  contact  me  or  Eugene  L.  Waszily  on  501-0374. 

WnJJAM  E.  WHYTE,  JR. 
Assistant  Inspector  General 
for  Auditing 
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REVIEW  OF 

BIDDING  AND  CONTRACTING  PRACTICES  ON 

GSA'S  MAJOR  CONSTRUCTION  PROJECTS 

REPORT  NUMBER  A41560/P/5/R95042 

INTRODUCTION 

Background 

The  Administrator  of  GSA  requested  that  the  Office  of  Inspector  General  review  GSA's 
contracting  practices  on  major  construction  projects.  The  request  stated  that  there  has  been  "a 
continuing  stream  of  rumor,  anonymous  tips  and  innuendo  coming  from  the  media,  industry  and 
the  public,  and  concerns  raised  by  Congress  about  improper  activities"  on  past  federal  building 
projects. 

The  Public  Buildings  Service  (PBS)  is  responsible  for  the  design,  building  or  leasing,  appraisal, 
repair,  operation,  protection,  and  maintenance  of  more  than  7,000  federally-owned  and  leased 
buUdings  in  the  nation.  The  Public  BuUdings  Act  of  1959  (40  U.S.C.  601-619)  gave  PBS 
authority  over  the  construction  of  most  federal  public  buildings  nationwide.  This  act  was 
expanded  by  the  Public  BuUdings  Amendments  of  1972,  which  established  a  new  method  of 
funding  PBS  operations  through  a  special  fund  financed  from  user  charges  paid  by  agencies 
using  GSA-controlled  space. 

As  a  federal  construction  agency,  PBS  plans  and  executes  a  major  design  and  construction 
program  to  expand  and  modernize  its  nationwide  inventory  of  buildings  for  housing  federal 
agencies.  New  construction  projects  are  undertaken  for  long-term  housing  needs,  either  to  meet 
new  space  requests  or  to  replace  leaseholds  with  more  economically  owned  space.  Architectural 
and  engineering  studies  and  other  consultation  services  are  performed  to  support  other  functional 
areas  within  PBS.  The  program  is  executed  by  11  regional  offices,  through  contracting  with 
private  sector  design  and  construction  professionals. 

Objectives.  Scope  and  Methodology 

The  specific  objectives  of  this  audit  were  to: 

Determine  whether  anyone  acted  to  restrict  competition  for  projects,  attempted  to  steer 
project  awards,  or  in  any  way  acted  improperly  or  illegally  in  designing  or  carrying  out 
major  construction  projects  managed  by  GSA. 

Identify  circumstances  or  practices  which  either  are,  or  give  the  appearance  of  being 
inefficient  or  ineffective. 
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Determine  whether  GSA  is  properly  carrying  out  its  responsibilities  to  act  in  a  prudent 
manner  in  delivering  buildings  that  meet  the  mission  needs  of  its  clients,  and  do  not 
include  amenities  which  would  be  generally  viewed  as  luxurious  or  unsuitable  for 
government  office  space. 

To  accomplish  these  objectives,  we  obtained  listings  of  construction  projects  awarded  from 
October  1988  to  May  1994  and  included  other  plaimed  projects  in  order  to  develop  an  audit 
universe.  From  the  universe,  we  selected  a  judgmental  sample  of  18  construction  projects  for 
audit.  In  making  our  selection,  we  considered  management  concerns,  projects  with  media 
interest  and  project  size.  We  focused  on  four  aspects  of  the  construction  process  which  we 
believed  might  be  vulnerable  to  manipulation.  Specifically,  we  concentrated  on  the  project 
conception  phase,  the  solicitation  and  award  phase,  alternative  financing  decisions,  and  change 
orders  and  embellishments.  Our  review  included  segments  from  the  18  construction  projects 
which  are  located  in  seven  regions.  Regions  1,  2,  4,  5,  9,  10  and  the  National  Capital  Region. 
A  listing  of  construction  projects  included  in  our  audit  can  be  found  in  the  appendix  on  Page 
A-1. 

Our  audit  work  included  reviews  of  pertinent  laws,  contract  files  and  other  documentation,  and 
interviews  of  responsible  GSA  employees  and  officials,  as  well  as  persormel  of  client  agencies. 
We  also  reviewed  newspaper  articles  and  General  Accounting  Office  reports.  We  visited  13  of 
the  sites  or  buildings. 

The  audit  was  conducte<i  in  accordance  with  generally  accepted  government  auditing  standards. 
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RESULTS  OF  AUDIT 

To  Use  This  Report 

Our  report  is  presented  in  chapter  format  with  each  chapter  devoted  to  the  discussion  of  findings 
related  to  one  of  the  three  major  topic  areas  covered  by  our  audit.   The  topics  are: 

-  The  Administrator's  concerns  about  alleged  wrongdoing 

-  Project  development  and  procurement  practices 

-  Upgrades  and  embellishments. 

Highlights  of  our  audit  findings  in  summary  form  are  presented  below.  Detailed  information 
on  each  fmding  can  be  found  in  the  body  of  the  report  in  the  chapter  covering  the  related  major 
topic. 

RESULTS  IN  BRIEF 

ADMINISTRATOR'S  CONCERNS 

Our  audit  did  not  find  any  evidence  to  support  the  allegations  that  construction  contracts  had 
been  improperly  steered  to  specific  contractors.  This  result  is  based  upon  audit  testing  and 
detailed  document  review  of  key  contract  files  for  18  major  construction  projects.  In  addition, 
work  by  the  QIC's  Office  of  Investigations  looking  into  specific  allegations  and  charges  also 
found  no  evidence  of  wrongdoing.  Further  assurances  that  improprieties  did  not  occur  come 
from  the  structure  of  the  construction  program  itself.  Responsibility  for  managing  construction 
contracting  activities  is  delegated  to  GSA's  1 1  regional  offices.  For  the  projects  included  in  our 
audit  sample,  the  contracting  process  most  commonly  used  was  source  selection  in  which  several 
individuals  participated  in  recommending  an  awardee.  Only  with  substantial  collusion  among 
selection  officials  could  the  contract  award  be  directed  improperly. 

We  also  found  no  substance  to  the  assertions  that  GSA  officials  acted  improperly  when  they 
altered  the  method  of  financing  specific  projects  after  the  project  bidding  deadlines  had  passed. 
To  the  contrary,  we  are  of  the  opinion  that  GSA's  decision  to  restructure  the  financing  for  major 
projects,  especially  Foley  Square,  was  rational,  prudent,  and  will  save  taxpayers  over  $500 
million  dollars  through  lower  interest  expenditures. 

Details  of  these  findings  are  presented  in  Chapter  1 ,  beginning  on  page  6. 

PROCUREMENT  PROCESSES  AND  PRACTICES 

Planning  for  Projects.  While  GSA  has  a  reasonable  planning  process  for  construction  projects, 
in  some  instances  it  fell  short  because  GSA's  planning  simply  could  not  keep  pace  with  agencies' 
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changing  needs.  The  Congress  also  plays  a  major  role  in  the  construction  program  because  it 
authorizes  funding  and  may  define  both  the  scope  and  priority  given  to  specific  projects.  As  a 
result,  several  projects  had  to  be  restructured  and  redesigned  at  additional  costs.  In  at  least  two 
instances,  legislation  authorizing  building  projects  also  provided  for  the  sale  of  existing  buildings 
which  the  Government  is  now  considering  retaining.  While  many  changes  to  projects  were 
beyond  its  control,  GSA  could  have  done  more  to  inform  the  Congress  of  the  financial 
consequences  when  Congressionally  directed  changes  to  approved  plans  altered  the  priority  or 
scope  of  construction  projects. 

Lease-Purchase  Financing.  GSA  found  progressively  better,  but  more  risky,  ways  to  lower 
interest  cost  for  new  construction  acquired  through  lease-purchase  producing  significant  savings 
for  taxpayers.  It  has  now  settled  on  a  method  of  public  financing  which  is  lower  cost  and  has 
lessened  the  risk.  There  remains,  however,  a  need  for  PBS  to  perform  a  risk  analysis  to 
determine  whether  it  is  advantageous  for  GSA  to  secure  both  construction  and  long  term 
financing  or  use  the  Federal  Financing  Bank  to  provide  only  long  term  financing. 

Award  Factors.  PBS  was  not  consistent  in  its  application  and  weighting  of  major  award  factors 
when  it  used  the  source  selection  process  to  evaluate  contractor's  proposals.  Without 
consistency  in  the  application  of  major  award  factors,  PBS  is  redefining  for  each  project  the 
standards  it  believes  constitutes  design  excellence.  Inconsistent  use  and  weighting  of  major 
award  factors  makes  it  difficult  for  contractors  to  anticipate  the  Government's  expectations  and 
standards  and  may  produce  inconsistent  outcomes. 

Panel  Makeup.  The  makeup,  qualifications,  rank,  number  of  panel  members,  and  mix  of 
membership  of  source  selection  evaluation  boards  differed  from  project  to  project.  Boards  were 
composed  of  client  agency,  local  government  and  GSA  personnel  in  varying  numbers.  In  some 
cases,  non-GSA  personnel  outnumbered  GSA  members  and  some  individual  members  appeared 
to  have  a  disproportionate  amount  of  influence  on  decisions.  In  one  project,  GSA  appointed  city 
officials  to  a  board  when  the  city  had  no  financial  involvement  in  the  project,  while  city  officials 
in  another  project  were  denied  active  membership  even  though  the  city  was  a  major  financial 
participant. 

Implementation  Difficulties.  PBS,  on  some  projects,  made  extensive  use  of  change  orders 
which  increased  costs  to  complete  projects.  Contracting  Officers  settled  some  change  orders  and 
claims  without  using  contract  audit  services. 

Wpfommendations.  Our  recommendations  to  improve  the  planning  and  procurement  process 
appear  on  pages  33  and  34  in  the  report. 

Details  of  these  findings  are  presented  in  Chapter  2,  beginning  on  page  10. 
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UPGRADES  AND  UNWARRANTED  EMBELLISHMENTS 

Unwarranted  Embellishments  and  Personal  Conveniences.  PBS's  objective  of  customer 
service  and  satisfaction  inherently  conflicts  with  its  oversight  role  in  GSA's  construction  program 
and  may  have  contributed  to  increases  in  project  costs.  As  a  result,  on  some  projects,  PBS  did 
not  limit  the  construction  and  installation  of  facilities  and  fmishes  that  may  be  considered 
extravagant  and  personal  in  nature.  The  project  having  the  most  embellishments  experienced 
$68  million  in  change  orders  for  upgraded  interior  fmishes  and  other  improvements. 

Losses  to  the  Federal  Buildings  Fund.  PBS  has  constructed  buildings  that  will  operate  at  a  loss 
and  will  drain  money  from  the  Federal  Buildings  Fund.  PBS  needs  to  develop  a  more 
businesslike  strategy  in  making  investment  decisions. 

Courthouse  Initiative.  GSA  and  the  Administrative  Office  of  the  Courts  have  recognized  the 
problem  of  excessive  costs  and  judicial  pressure  for  special  features  and  finishes  in  the 
courthouse  construction  program.  In  order  to  bring  a  national  perspective  to  the  regional 
building  program,  GSA  has  created  the  Courthouse  Management  Group  to  provide  a  single  point 
of  responsibility  for  program  efficiency  and  cost  effectiveness.  We  believe  this  is  a  positive 
move  to  improve  the  program  but  it  is  too  newly  formed  to  assess  its  usefulness. 

Recommendations.  The  recommendations  to  improve  the  oversight  and  business  aspects  of  the 
construction  program  appear  on  page  47  in  the  r^wrt. 

Details  of  these  findings  are  presented  in  Chapter  3,  beginning  on  page  35. 
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CHAPTER  1  -  GSA  ADMEVLSTRATOR'S  CONCERNS 

We  initiated  our  audit  in  response  to  a  request  from  the  Administrator  of  the  General  Services 
Administration.  On  April  28,  1994,  the  Administrator  asked  the  Inspector  General  to  review 
the  contracting  practices  for  new  building  construction  in  the  Public  Buildings  Service.  The 
Administrator's  concerns  related  to  what  he  described  as  a  continuing  stream  of  rumor, 
anonymous  tips  and  innuendo  coming  from  the  media,  industry  and  the  public,  and  concerns 
raised  by  Congress  about  improper  activities  on  federal  building  projects.  The  Administrator 
said,  "While  I  have  no  evidence  these  assertions  are  true,  the  gravity  of  the  allegations  received 
made  an  independent  review  imperative."  Although  the  Foley  Square  project  was  of  specific 
concern,  especially  GSA's  decision  to  change  the  method  of  financing  for  the  Foley  Square 
Projects  after  awarding  the  contract,  the  Administrator  requested  the  Inspector  General  to 
conduct  a  broader  review  because  the  "allegations  cover  more  than  one  project." 

Both  the  Office  of  Audits  and  the  Office  of  Investigations  concluded  that  there  was  no  evidence 
of  steering  of  contracts.  In  addition,  our  work  identified  no  improper  actions  taken  when  the 
Foley  Square  projects  were  modified  to  obtain  financing  through  the  Federal  Financing  Bank. 

In  order  to  assess  the  overall  construction  program,  we  reviewed  GSA's  procurement  process 
to  identify  areas  that  may  be  vulnerable  to  manipulation.  We  decided  to  concentrate  our  audit 
effort  in  the  following  areas: 

project  conception  or  planning  stage; 

solicitation  and  award  phase; 

project  financing  decisions;  and 

change  orders  and  embellishments. 

Our  overall  objective  was  to  assess  the  integrity  and  effectiveness  of  PBS's  contracting  practices 
as  they  related  to  the  acquisition  of  space. 

We  designed  audit  tests  to  identify  instances  where  construction  contracts  might  have  been 
improperly  directed  to  favored  contractors.  Specifically,  we  reviewed  the  prospectus  process, 
acquisition  planning  and  site  acquisition  activities  related  to  seven  projects.  We  also  tested  the 
integrity  of  the  solicitation  and  contract  award  process  used  on  eight  projects.  Our  audit  placed 
special  emphasis  on  analyzing  the  composition  of  source  selection  committees  and  evaluating  the 
award  factors  developed  for  the  individual  projects.  In  addition,  we  assessed  GSA  decisions 
regarding  project  financing  to  determine  whether  those  decisions  compromised  the  integrity  of 
the  procurement  process.  Finally,  we  looked  at  changes  to  design  and  construction  contracts  to 
identify  instances  where  personal  conveniences  or  amenities  were  provided. 
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In  order  to  identify  instances  of  improprieties,  we  were  alert  for  the  following: 

Evidence  that  particular  contractors  repeatedly  received  contract  awards  or  were  involved 
repeatedly  in  projects  as  subcontractors. 

Instances  of  unusual  or  out-of-channel  involvement  by  high-level  GSA  or  other  officials. 

Instances  where  high-level  officials  within  or  outside  GSA  reversed  any  actions  or 
decisions. 

Patterns  of  unusual  circumstances  or  decisions. 

Indications  that  offers,  prices,  or  terms  were  improperly  disclosed  to  unauthorized 
persons. 

Instances  where  competition  was  unnecessarily  restricted  because  of  GSA  actions. 

Appearances  that  offers  were  not  considered  equally  and  fairly. 

The  work  of  the  OIG  did  not  disclose  any  examples  where  construction  project  contracts  were 
steered  to  specific  contractors.  The  audit  tests  that  we  performed  on  the  projects  included  in  our 
audit  sample  showed  no  indication  of  wrongdoing  by  GSA  officials  or  parties  outside  the  agency. 
In  addition,  investigators  from  the  Office  of  Inspector  General  separately  pursued  allegations  that 
former  and  current  GSA  employees  improperly  influenced  awards  of  several  construction 
projects  in  the  Washington,  DC  area.  The  investigators  interviewed  government  and  contractor 
personnel  before  concluding  that  there  was  no  evidence  of  improper  contracting  activity.  The 
results  of  their  inquiries  have  been  presented  in  a  separate  investigative  report.  We  also 
determined  that  the  contracting  method  used  by  GSA  provided  additional  assurance  that  contract 
awards  were  not  steered.  Specifically,  the  PBS  construction  program  is  decentralized  in  11 
regional  offices.  In  addition,  for  most  of  the  major  projects  we  reviewed,  PBS  used  the  source 
selection  process  to  select  contractors.  This  selection  process  involved  panels  composed  of 
several  people  from  within  GSA,  as  well  as  (at  times)  outside  of  GSA.  Therefore  to  manipulate 
the  selection  process,  collusion  of  several  individuals  would  be  needed. 

Financing  of  Folev  Square 

Media  attention  has  focused  on  GSA's  decision  to  change  from  private  to  public  financing  for 
the  Foley  Square  projects.  Articles  in  the  media  alleged  that  procurement  regulations  had  been 
circumvented.  The  issue  was  whether  GSA  had  intended,  or  should  have  anticipated  from  the 
outset,  that  it  would  delete  the  developer  financing  provision  from  the  Foley  Square  solicitations. 
The  media  reported  allegations  that  the  initial  solicitations  were  restrictive,  in  that  only  those 
vendors  capable  of  obtaining  project  financing  were  considered  qualified  to  bid.  The  financing 
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requirement  was  deleted  by  Amendment  No.  12  to  the  Solicitation  for  Offers,  but  GSA  chose 
not  to  reopen  the  competition.  Our  review  showed  that  GSA  followed  a  rational  and  prudent 
course  and  that  GSA,  at  the  time  of  issuing  the  original  solicitation  in  1988,  could  not  have 
anticipated  the  events  that  enabled  the  change  to  government  funding  through  the  Federal 
Financing  Bank  (FFB). 

Initially,  government  financing  was  not  an  option  for  GSA.  The  Balanced  Budget  and 
Emergency  Deficit  Control  Act  of  1985,  Public  Law  (P.L.)  99-177  (Gramm-Rudman-Hollings), 
required  all  FFB  borrowing  to  be  counted  in  full  against  the  agency's  annual  budget  for  the  year 
in  which  the  agency  committed  to  borrow.  However,  when  Congress  authorized  the  Foley 
Square  project,  it  did  so  through  a  mechanism  which  circumnavigated  these  Gramm-Rudman- 
Hollings  budget  restrictions.  It  authorized  GSA  to  pay  for  the  project  over  a  30  year  period. 
Therefore,  GSA  only  had  to  incur  1/30  of  the  cost  against  any  one  annual  budget  as  compared 
with  having  to  count  the  full  amount  of  the  project  against  one  year's  budget  had  it  us^  the 
FFB. 

By  its  action  granting  authority  to  acquire  federal  buildings  without  providing  access  to  public 
fiinds.  Congress  intended  that  the  construction  and  permanent  financing  come  from  the  private 
sector.   This  is  how  GSA  initially  proceeded  with  its  lease-purchase  projects. 

In  October  1988,  a  debate  over  lease-purchase  and  budget  integrity  began  to  emerge.  The  Office 
of  Management  and  Budget  (0MB)  issued  Memo  M-89-01,  which  informed  the  agencies  that 
the  President  recently  approved  recommendations  by  the  Domestic  Policy  Council  to  oppose  the 
use  of  lease-purchase  arrangements.  Many  such  arrangements  include  specific  language 
exempting  the  transactions  from  the  Anti-Deficiency  Act  to  allow  agencies  to  enter  into  multi- 
year  contracts  and  obligate  only  annual  costs.  The  Council  opined  that  these  exemptions  violate 
the  fundamental  principle  that  funding  of  all  governmental  activity  be  fully  and  publicly 
displayed  and  should  be  strongly  opposed. 

But  the  pivotal  event  was  Congress'  own  action:  the  passage  of  the  Budget  Enforcement  Act  of 
1990.  The  Act  changed  the  way  that  long-term  building  leases  with  a  provision  for  eventual 
government  ownership  are  treated  in  the  budget  process.  This  methodology,  often  referred  to 
as  scorekeqjing,  establishes  the  rules  regarding  how  Government  expenditures  are  recognized 
and  accounted  for  against  authorized  budgets. 

The  old  scoring  rules  favored  the  more  expensive  lease-purchase  option  because  they  permitted 
the  total  cost  of  the  project  to  be  charged  on  a  pro  rata  basis  to  each  budget  year  covered  by  the 
term  of  the  lease.  Now,  the  total  amount  of  borrowing  regardless  of  source  would  be  counted 
against  an  agency's  budget  in  the  year  the  project  was  authorized. 

0MB,  after  informing  Congress,  applied  the  new  rules  retroactively.  Previously  authorized 
lease-purchase  projects,  the  Foley  Square  buildings  among  them,  were  brought  under  the  new 
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Act  requirements.  OMB  identified  $1,945  billion'  borrowing  authority  in  the  prior  fiscal  year, 
and  that  borrowing  authority  appears  for  the  first  time  in  the  FY  1990  column  of  the  FY  1992 
budget. 

With  all  potential  financing  options  now  given  equal  budgetary  treatment,  Government  financing 
with  a  loan  from  the  FFB  was  the  best  choice,  as  its  cost  of  funds  are  lower  than  any  private 
source.  As  such,  GSA's  formal  decision  to  use  the  FFB  can  be  fixed  at  July  30,  1990.  On  that 
date,  GSA  and  OMB  jointly  advised  the  Senate  Public  Works  Committee  that  FFB  fmancing 
would  be  used  to  finance  lease-purchase  projects,  and  that  the  borrowings  for  the  projects  would 
be  counted  against  the  Federal  Buildings  Fund  authorized  budget  ceiling  for  FY  1990. 

The  effect  on  the  Foley  Square  Project  was  a  cardinal  change  to  the  solicitation  as  it  was  outside 
the  original  scope  of  the  solicitation  because  the  specifications  called  for  private  financing.  The 
initial  Solicitation  for  Offers  (SFO)  had  been  issued  on  September  30,  1988.  By  July  1990, 
Phase  I  (in  Phase  I,  the  panel  reviews  all  proposals  submitted  and  selects  those  most  qualified 
as  fmalists  to  compete  for  the  contract  in  Phase  II)  of  the  solicitation  process  had  been  completed 
and  Phase  n  (in  Phase  n,  detailed  project  proposals  are  reviewed  to  enable  the  panel  to 
recommend  the  proposal  it  believes  should  be  selected  for  award)  evaluations  had  begun.  A 
cardinal  change  would  usually  require  a  cancellation  of  the  SFO  and  a  subsequent  resolicitation. 
However,  instead  of  canceling  the  SFO  and  reopening  competition,  GSA  in  accordance  with 
Section  303(c)(7)  of  the  Federal  Property  and  Administrative  Services  Act  of  1949,  as  amended, 
notified  Congress  of  the  exception  to  full  and  open  competition. 

GSA  justified  its  decision  by  contending  that:  (i)  because  of  the  complex  nature  of  the  Foley 
Square  project  requirements,  resolicitation  would  result  in  a  minimum  delay  of  two  years;  (ii) 
the  delay  would  escalate  costs  substantially;  (iii)  adequate  competition  exist^  among  the  offers 
submitted  in  Phase  II;  and,  (iv)  as  noted  in  P.L.  101-156,  there  is  a  dire  and  immediate  need 
for  courthouse  and  Federal  office  space  in  New  York  City.  Congress  did  not  respond  to  GSA's 
notification  and  on  November  2,  1990,  GSA  issued  Amendment  12  eliminating  the  private 
financing  requirement  and  substituting  financing  through  the  FFB.  In  retrospect,  GSA's  decision 
not  to  resolicit  was  prudent  and  the  use  of  funds  borrowed  from  the  FFB  saved  the  taxpayers 
millions  of  dollars.  Furthermore,  based  on  the  sequence  of  events  which  led  to  the  formulation 
of  the  Foley  Square  project  there  is  no  way  GSA  could  have  anticipated  in  1988  that  the  use  of 
FFB  financing  would  be  available  to  the  agency  in  1990. 


'The  $1,945  billion  is  a  GSA/OJB  estimate  of  total  cost  for  all  of  the 
lease -purchase  projects.  It  serves  as  sm  overall  spending  cap.  No  additional 
legislation  was  required.  There  is  no  statutory  dollar  limitation  for  most  of 
the   lease -purchase  projects. 
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CHAPTER  2  -  PROJECT  DEVELOPMENT  AND  PROCUREMENT  PRACTICES  THAT  CAN  BE  IMPROVED 

The  Office  of  Audits  reviewed  elements  of  18  construction  projects  to  identify  circumstances  or 
practices  associated  with  the  delivery  of  new  buildings  which  either  are,  or  give  the  appearance 
of  being,  inefficient  or  ineffective.  We  identified  several  practices  and  procedures  involving  the 
development  of  requirements,  fmancing  and  procurement  practices  that  need  improvement.  The 
specifics  are  discussed  in  detail  in  the  following  fmdings. 

The  Planning  Process  For  New  Construction 

GSA's  planning  process  for  the  acquisition  of  new  construction  involves  detailed  fact  gathering 
and  data  analysis.  However,  the  plans  were  often  impacted  by  the  fluidity  of  client  agency 
programs  and  the  imposition  of  changing  Congressional  priorities  and  directives  which  did  not 
always  result  in  accurate  project  scopes  or  the  most  cost  effective  method  of  satisfying  the 
Government's  needs  for  space.  As  a  result,  projects  experienced  client  agency  dissatisfaction, 
added  costs  for  redesign,  and  changes  in  the  scope  of  entire  projects  which  led  to  (i)  funding 
shortfalls,  (ii)  the  acquisition  of  additional  land,  (iii)  fmancial  losses  to  the  Federal  Buildings 
Fund,  and  (iv)  building  unused  or  underutilized  space. 

The  difficulties  in  accurately  forecasting  project  requirements  can  be  attributed  to  two  primary 
causes.  The  first  and  foremost  is  the  influence  of  external  forces  on  the  planning  process.  Both 
local  and  national  stakeholders  play  an  important  role  in  determining  the  priority  of  any  new 
construction  project.  Virtually  all  construction  projects  for  new  buildings  are  reviewed  and 
approved  by  committees  in  both  the  House  of  Representatives  and  the  Senate.  Congress  can 
change  the  priority  of  a  project  affecting  its  delivery  timeframe  which,  in  turn,  may  affect  the 
scope  of  the  project. 

The  second  cause  is  the  inability  of  GSA  to  anticipate,  and  then  forecast  accurately,  the  needs 
of  its  client  agencies.  Agency  programs  and  missions  are  changed  by  the  enactment  of  new 
legislation.  Budget  changes,  reorganization,  changing  workloads,  new  technology,  and  the 
emphasis  or  de-emphasis  of  programs  all  affect  an  agency's  need  for  space.  GSA  often  is  not 
kept  apprised  of  the  changes  affecting  an  agency's  space  requirements  until  the  need  is 
immediate,  or  until  GSA  is  well  into  the  planning  process,  thus  forcing  GSA  to  hastily  prepare 
plans  or  make  sometimes  major  adjustments  to  approved  plans. 

In  order  to  obtain  Congressional  approval  or  funding  for  new  construction,  GSA  prepares  either 
a  prospectus  or  a  Report  of  Building  Project  Survey  [1 1(b)  Report]^  to  the  respective  House  or 
Senate  committees. 


^The  Public  Buildings  Act  of  1959  (P.L.  86-249)  Section  11(b)  authorizes  the 
Administrator  of  GSA  to  prepare  building  project  surveys  as  requested  by  the 
Senate  Committee  on  Environment  and  Public  Works  or  the  House  of  Representatives 
Committee  on  Public  Works  and  Transportation. 
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The  prospectus  may  be  the  result  of  a  need  identified  from  a  community  survey,  a  Prospectus 
Development  Study  or  an  ageucy  space  request.  It  represents  GSA's  best  forecast  of  need  and 
includes  an  economic  analysis  of  the  available  alternatives  to  accommodate  the  needs  that  have 
been  identified  from  its  research  and  the  input  provided  by  client  agencies. 

An  11(b)  Report,  on  the  other  hand,  is  the  result  of  a  resolution  passed  by  a  Congressional 
committee  requesting  GSA  to  prepare  a  report  for  a  given  community.  The  prospectus  and  the 
11(b)  Report  contain  essentially  the  same  information;  however,  the  key  distinction  is  that  one 
is  initiated  by  GSA  and  the  other  is  the  result  of  a  Congressional  request.  Because  of  the  way 
that  they  evolve,  1 1(b)  Reports  may  have  to  be  prepared  within  short  time  frames.  Consequently, 
the  requirements  were,  based  on  our  audit  sample,  sometimes  not  reliably  forecast. 

Both  reports  incorporate  a  present  value  analysis  of  the  life  cycle  costs  of  the  alternatives 
available  to  provide  the  needed  space.  The  requirement  was  established  by  0MB  Circulars  A-94 
and  A- 104.  The  process  essentially  involves  the  conversion  of  all  the  costs  of  ownership 
distributed  over  the  projected  time  of  ownership  into  present  value  dollars.  The  analysis  does 
not  normally  include  any  cash  flow  analysis  to  determine  if  the  building  will  generate  a  positive 
return  to  the  Federal  Buildings  Fund.  A  return  on  the  capital  investment,  an  analysis  that 
prevails  in  the  real  estate  market,  as  in  other  commercial  markets,  is  not  normally  a  part  of  the 
analysis. 

We  examined  seven  construction  projects  to  evaluate  GSA's  planning  efforts.  Five  of  the  seven 
projects  were  courthouses  and  two  were  special  purpose  data  centers  constructed  for  the  Internal 
Revenue  Service.  Following  are  discussions  of  the  projects  that  experienced  significant 
evolutionary  changes. 

Union  Station  U.S.  Courthouse.  Tacoma.  Washington.  The  conversion  of  a  historic  railroad 
station  into  a  U.S.  Courthouse  resulted  primarily  from  the  efforts  of  a  local  conmiunity  group 
intent  on  preserving  the  train  station  by  converting  it  into  a  useable  government  building.  The 
group  presented  the  concept  to  their  Congressional  representative  who  saw  merit  in  the  project. 
He  presented  the  proposal  to  GSA  and  to  the  Congressional  Subcommittee  on  Public  Grounds 
citing  the  benefits  to  be  gained  including:  a  way  for  GSA  to  consolidate  its  Federal  space 
requirements,  restore  and  preserve  one  of  the  region's  most  beautiful  and  historic  structures,  be 
a  prominent  symbol  of  the  city's  growth  and  development,  and  play  a  critical  part  in  the  city's 
extensive  downtown  revitalization  efforts.  All  of  these  reasons  are  valid  and  consistent  with 
GSA's  guidelines  for  acquiring  new  space.  The  conversion  of  the  train  station  to  meet  Tacoma' s 
space  needs  did,  however,  not  agree  with  the  results  of  PBS's  planning  process. 

The  Tacoma  Union  Station,  abandoned  since  1983,  was  in  disrepair.  Private  developers  showed 
no  interest  in  developing  the  property.  The  building,  considered  an  important  example  of 
railroad  architecture,  was  added  to  the  National  Register  of  Historic  Places  in  1974. 
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GS  A  had  shown  little  enthusiasm  for  the  project  and  the  Administrative  Office  of  the  Courts  was 
a  reluctant  participant.  A  facility  plan,  prepared  by  GSA  in  1983,  concluded  that  the  space 
situation  in  Tacoma  was  satisfactory.  A  year  later,  the  space  situation  changed  and  GSA  needed 
expansion  space  for  the  Bankruptcy  Court  located  in  the  Post  Office  and  U.S.  Courthouse,  which 
was  owned  and  operated  by  the  Postal  Service. 

In  1985,  a  feasibility  study  was  performed  at  the  request  of  the  Region  10  Real  Estate  Division. 
The  study  determined  that  the  conversion  of  Union  Station  would  not  be  a  feasible  solution  to 
house  the  Courts.  Despite  the  analysis,  a  PBS  prepared  Tacoma  Community  Plan,  issued  in  May 
1986,  recommended  the  Union  Station  project  as  the  most  appropriate  way  to  meet  the  Court's 
space  needs. 

The  life  cycle  cost  analysis  prepared  by  GSA  in  1988,  in  compliance  with  0MB  Circular  A-104, 
showed  renovation  and  conversion  of  Union  Station  as  the  most  costly  way  to  supply  court  space 
in  Tacoma.  A  second  economic  analysis  performed  by  Central  Office's  planning  activity 
concluded  the  same  thing.  An  appraiser's  investment  analysis  concluded  that  because  of  high 
vacancy  rates  and  low  rental  rates,  the  cost  of  renovation/conversion  would  exceed  the  economic 
value  of  the  property  based  on  its  projected  income. 

The  cost  of  building  a  new  courthouse  was  originally  estimated  at  about  $27  million,  while  the 
estimate  to  renovate  the  train  station  was  $32  million.  By  1990,  a  document  discussing  the 
appraisal  techniques  and  valuation  of  the  property  reported  that  the  planned  purchase  price  had 
risen  to  $39  million,  about  $377  per  square  foot  (s.f.),  and  stated  that  after  renovation,  it  would 
make  Tacoma  Union  Station  the  most  expensive  building  in  the  Northwest.  Ultimately,  the 
actual  cost  of  the  project  reached  about  $48.5  million  or  about  $422  per  s.f. 

Between  the  1983  facility  plan  and  a  September  1986  11(b)  Report,  the  Courts'  projected  needs 
changed  from  no  increase  in  the  17,780  s.f.  it  occupied  in  1983  to  54,000  s.f.  by  1995,  and  a 
projected  70,500  s.f.  by  2005. 

Correspondence  showed  that  GSA  was  working  with  the  City  as  early  as  March  3,  1986,  to  get 
Union  Station  rehabilitated  for  occupancy  by  the  Courts.  The  11(b)  Report,  submitted 
September  15,  1986,  did  not  disclose  that  GSA  had  been  woiicing  on  an  agreement  with  the  City 
nor  did  it  contain  an  economic  analysis  of  converting  Union  Station  to  a  courthouse.  The  report 
only  concluded  that  leasing  existing  space  would  be  cheaper  than  new  construction.  PBS 
forecasted  a  rental  cost  of  $21  per  s.f.  for  a  fiilly  serviced  lease. 

The  Fiscal  Year  1987  Continuing  Resolution  directed  the  Administrator  of  GSA  to  enter  into  a 
lease  for  up  to  30  years  with  the  City  of  Tacoma  for  renovation  of  the  Union  Station  for  use  as 
a  Federal  Courthouse.  Because  the  project  was  a  lease  instead  of  new  construction,  only  routine 
subcommittee  j^roval  was  required  instead  of  a  Congressional  j^ropriation  of  millions  of 
dollars  in  construction  funding. 
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By  January  1989,  GSA  and  the  City  had  negotiated  a  rental  rate  of  $35.06  per  s.f.  (exclusive 
of  all  services).  PBS's  appraisal  could  only  support  a  composite  rental  rate  of  $17.71  per  s.f. 
for  court  space.  In  order  to  overcome  the  discrepancy,  PBS  requested  the  Chairman,  House 
Appropriations  Committee  and  the  Congressman  who  sponsored  the  legislation  to  interpret  the 
intent  of  the  legislation  for  development  of  Union  Station.  They  responded  that  it  was  intended 
that  the  cost  of  renovation  should  be  included  in  the  rent  permitting  the  rate  to  be  set  at  $35.06 
per  s.f.,  which  is  well  above  the  fair  market  value. 

The  Courts  were  not  sure  that  the  building  would  meet  their  needs  and  GSA  would  not  commit 
to  a  lease  without  the  Courts'  commitment.  On  January  10,  1990,  the  Courts  gave  its 
unconditional  commitment  to  fund,  but  it  did  so  under  protest  because  of  its  concern  that  GSA 
could  now  set  a  precedent  and  require  the  Courts  to  pay  for  all  the  costs  of  courthouse  projects. 
The  rental  rate  amortized  the  constniction  cost  of  the  building  over  30  years  and  included  an 
estimated  10  percent  interest  rate  for  the  City's  bond  issue.  The  Courts  and  the  other  agencies 
housed  in  the  building  would  pay  that  rental  rate  ($35.06  per  s.f.)  to  GSA  plus  $6  per  s.f.  for 
operating  expenses. 

GSA  awarded  the  lease  on  February  16,  1990.  The  lease,  with  a  term  of  30  years,  provided  for 
103,313  s.f.  at  the  $35.06  per  s.f.  rate.  After  30  years,  ownership  will  be  transferred  to  the 
Government.  Supplemental  Agreement  No.  2  to  the  lease  amended  the  amount  of  space  to  about 
1 15,000  s.f.  and  raised  the  annual  rent  from  about  $3.6  million  to  $4  million.  The  increase  was 
due  to  initial  and  future  expansion  needs  of  the  Courts,  additional  space  for  internal  circulation, 
and  inherent  inefficiencies  associated  with  converting  the  train  station  into  a  courthouse. 

Ten  courtrooms  were  constructed,  only  two  in  the  existing  train  station  building  and  eight  in  a 
newly  constructed  wing.  When  we  visited  the  building  in  September  1994,  only  five  courtrooms 
were  in  use  by  the  Courts.  One  more  was  pending  the  appointment  of  a  new  judge.  Of  the 
remaining  courtrooms,  two  were  vacant,  one  was  designated  for  use  by  visiting  judges,  and  one 
was  used  as  a  Congressional  district  office  (this  occupancy  is  not  reflected  in  GSA  assigiunent 
records).  The  Courts  pay  rent  to  GSA  for  all  of  the  space.  Had  GSA  built  the  project  out  to  the 
Courts'  projected  2005  space  needs,  14  courtrooms  would  have  been  constructed. 

Despite  the  above  market  rent  charged  to  the  client  agencies  in  the  building  ($41.06  per  s.f 
including  operating  expenses),  the  building  is  a  drain  on  the  Federal  Buildings  Fund.  In  its  first 
two  years  of  operation,  the  building  has  lost  $2.2  million  and  annual  losses  are  expected  to 
continue  for  the  term  of  the  lease.  The  shortfall  in  revenue  is  primarily  due  to  the  general  and 
administrative  costs  allocated  to  the  building  for  PBS's  national,  regional  and  field  office 
operations.   The  costs  (about  $7.00  s.f)  were  apparently  never  factored  into  the  rent. 
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It  is  public  policy  to  preserve  significant  historic  buildings.  It  is  also  public  policy  to  encourage 
and  fuiancially  assist  urban  revitalization  efforts.  While  we  recognize  that  fulfilling  these  policy 
mandates  will  necessarily  add  costs  to  projects,  the  economics  of  specific  proposals  need  to  be 
considered. 

U.S.  Courthouse.  Boston,  Ma-ssachusetts.  The  Boston  Courthouse  project  resulted  from  an 
11(b)  Report  requested  by  the  House  Committee  on  Public  Woilcs  and  Transportation  on 
September  27,  1988.  The  report  was  submitted  to  the  Committee  16  months  later  (January  22, 
1990).  It  requested  $163  million  to  construct  a  400,000  s.f.  building.  On  November  5,  1990, 
P.L.  101-509  provided  $184.2  million  for  a  site,  design,  and  construction  of  the  building.  The 
legislation  also  authorized  the  sale  of  the  John  W.  McCormack  Post  Office  and  Courthouse  to 
offset  part  of  the  cost  of  new  construction  by  depositing  the  sale  proceeds  into  the  Federal 
Buildings  Fund.  The  1 1(b)  Report  showed  this  housing  alternative  as  more  costly  than  building 
a  new  courthouse  and  keeping  the  McCormack  Building. 

GSA's  planning  efforts  fell  short  of  accurately  projecting  the  needs  of  the  Courts  and  related 
agencies  for  the  new  building.  PBS  did  not  evaluate  the  feasibility  of  the  sale  of  the  existing 
building,  prepare  a  Prospectus  Development  Study,  or  obtain  GSA  Forms  144  (Net  Space 
Requirements  for  Future  Federal  Building  Construction).  An  internal  memorandum  showed  that 
the  400,000  s.f.  requirement  was  an  estimate  and  was  not  based  on  actual  requirements  of  the 
Courts.  A  Project  Management  Plan  prepared  in  February  1991  showed  that  the  building  would 
reach  full  capacity  one  year  after  occupancy  with  no  additional  space  available  for  expansion. 
A  subsequent  management  plan  addressed  this  shortcoming  by  recommending  ..."the  selected 
site  also  contain  sufficient  area  for  a  future  annex  when  the  need  arises." 

Problems  occurred  in  the  funding  of  the  project.  In  November  1990,  Congress  ^jproved  $184.2 
million  for  the  project.  Four  months  later,  GSA's  estimated  cost  for  the  project  was  $192.6 
million.  The  increase  in  cost  was  due  to  the  impact  of  revised  Court  design  guidelines.  After 
OMB  reviewed  the  escalation  in  costs,  it  did  not  approve  an  increase. 

In  GSA's  July  1991  management  plan,  the  project's  estimated  cost  had  risen  to  $199.9  million. 
The  increase  was  due  to  a  50,(X)0  s.f.  increase  in  the  size  of  the  building  to  accommodate  the 
offices  of  the  U.S.  Attorney.  In  an  August  1991  memorandum,  the  Commissioner,  PBS 
authorized  Region  2  to  increase  the  size  of  the  building  to  450,000  s.f.,  but  did  not  provide 
additional  funding. 

In  April  1992,  the  Attorney  General  wrote  to  the  GSA  Administrator  stating  that  the  new  Boston 
Courthouse  was  too  small  to  accommodate  the  needs  of  both  the  U.S.  Attorney  and  the  U.S. 
Marshals  Service.  He  requested  that  the  building  be  expanded  to  493,000  s.f.  He  justified  his 
request  by  pointing  out  that  the  U.S.  Attorney's  staff  had  grown  by  40  percent  since  1989  and 
projected  a  similar  increase  over  the  next  five  years.  The  Attorney  General's  request  was 
supported  by  the  Massachusetts  Congressional  delegation  as  documented  in  a  June  1992  letter 
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to  the  chairman  of  a  subcommittee  of  the  Senate  Committee  on  Appropriations.  The  letter  stated 
that  an  expanded  project  was  the  most  economical  way  to  acquire  space  needed  to  house 
additional  Federal  prosecutors  and  judges  appointed  due  to  expanded  crime- fighting  activity, 
particularly  in  the  drug  enforcement  area. 

The  matter  was  considered  by  the  full  Congress  which  passed  legislation  providing  funding  for 
the  expanded  courthouse  project.  By  October  1993,  P.L.  102-393  and  P.L.  103-123  provided 
an  additional  $39  million  to  expand  the  project  to  500,000  s.f.  The  expansion  provided  space 
for  the  U.S.  Attorney's  office  which  had  been  deleted  from  the  project  earlier  when  PBS  realized 
that  the  agency  could  not  be  accommodated  in  the  building  due  to  Courts'  expansion  and  changes 
resulting  from  revisions  to  the  U.S.  Courts  Design  Guide.  The  changes  in  the  building  size 
necessitated  four  change  orders  adding  $1.5  million  to  the  design  contract.  The  total  budget  for 
the  project  had  risen  tc  $224  million  by  February  1995,  an  increase  of  $61  million  from  the 
initial  estimates. 

U.S.  Courthouse.  Minneapolis.  Minnesota.  The  Miimeapolis  Courthouse  project  resulted  from 
an  11(b)  Report  submitted  to  Congress  in  February  1990.  The  project  proposed  by  GSA 
consisted  of  the  renovation  of  the  existing  139,000  s.f.  Federal  Building,  U.S.  Courthouse  and 
the  construction  of  a  167,600  s.f.  annex  building  to  be  located  on  the  adjacent  GSA-owned 
parking  lot.  It  was  the  most  economical  of  the  housing  alternatives  analyzed  in  the  1 1(b)  Report. 
In  October  1990,  Public  Law  101-509  appropriated  $68.8  million  to  either  buUd  the  annex  and 
renovate  the  existing  courthouse  or  to  build  a  new  courthouse.  If  GSA  opted  to  build  a  new 
courthouse,  the  law  authorized  GSA  to  sell  the  existing  courthouse  and  deposit  the  proceeds  into 
the  Federal  Buildings  Fund.  Further,  the  law  authorized  GSA  to  accept  donations  from  the  City 
of  Minneapolis. 

Local  judges  opposed  the  project  proposed  in  the  1 1  (b)  Report  and  actively  sought  support  for 
a  new  separate  and  distinct  courthouse.  City  officials  also  became  involved.  GSA  officials, 
however,  stood  firm  on  the  annex  being  the  best  solution  to  the  Courts'  housing  needs. 
Members  of  the  Judiciary  presented  their  concerns  to  several  Minnesota  Members  of  Congress. 
These  members  agreed  that  the  judges'  concerns  regarding  the  existing  courthouse's  deficiencies 
in  facilities  and  security  systems  were  valid  and  that  the  best  long  term  solution  was  the 
construction  of  a  new  Federal  courthouse  building. 

Additional  funding,  however,  was  needed  to  build  a  separate  and  larger  courthouse.  Sale  of  the 
old  Courthouse  would  offset  the  budget  gap  of  about  $20  million  created  by  the  expanded 
project.  Congress  enacted  subsequent  legislation  to  provide  an  additional  $19  million  for  the 
project.  The  City  of  Minneapolis  donated  about  $10  million,  a  site  and  entered  into  a  lease  with 
GSA  to  acquire  parking  spaces  in  the  garage  being  built  as  part  of  the  project. 

The  new  expanded  project  consisted  of  a  300,000  s.f.  building  with  a  525  car  parking  garage. 
It  now  had  a  budget  of  about  $103  million,  an  increase  of  about  $34.2  million.  The  Courts  had 
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nearly  doubled  their  space  requirements  and  displaced  most  non-court  related  tenants  originally 
planned  for  inclusion  in  the  project.  Those  agencies  would  now  have  to  be  housed  in  leased 
space.  The  project  evolved  to  where  it  bore  little  resemblance  to  the  project  proposed  in  the 
11(b)  Report. 

U.S.  Courthouse.  Portland.  Oregon.  Like  the  Miimeapolis  project,  the  Portland  Courthouse 
started  out  as  an  annex  to  the  existing  courthouse  first  proposed  in  a  1989  Community  Plan. 
Unlike  Miimeapolis,  it  was  submitted  to  Congress  as  a  construction  prospectus.  The  original  plan 
was  to  accommodate  the  Court's  space  needs  through  the  year  2015.  Changes  to  the  Courts 
Design  Guide  and  the  Administrative  Office  of  the  Courts'  new  Long  Range  Facility  Plan  made 
the  aimex  plan  obsolete  by  the  end  of  1990.  In  May  1991,  the  Senate  Committee  on 
Enviroimient  and  Public  Woiics  amended  the  prospectus  to  acquire  a  site  and  design  a  new 
building.  On  July  23,  1992,  Congress  instructed  GSA  to  submit  a  new  prospectus  for  the 
Portland  Courthouse  as  part  of  its  FY  1994  construction  submittal.  GSA  submitted  the 
prospectus  to  Congress  in  March  1993. 

The  project  cost  grew  from  a  $37  million,  125,000  s.f.  aimex,  appropriated  in  1989  and  1990 
to  a  $133  million,  340,000  s.f.  buUding  with  200  parking  spaces  in  1993,  an  increased  cost  of 
about  $96  million.  A  new  larger  site  had  to  be  acquired.  The  site  acquisition  required 
condemnation  proceedings  and  relocation  assistance  payments.  Like  Miimeapolis,  the  project 
eventually  executed  bore  little  resemblance  to  the  original  1989  plan. 

Internal  Revenue  Service  Center.  Memphis.  Tennessee.  The  planning  effort  for  the  Internal 
Revenue  Service  Center  in  Memphis  did  not  involve  preparation  of  a  prospectus  development 
study,  GSA  Forms  144,  an  11(b)  Report,  or  a  design/construction  prospectus.  The  project 
evolved  from  a  1987  request  from  the  IRS  for  expansion  of  their  existing  leased  space.  When 
GSA  approached  the  lessor,  the  Memphis  Shelby  County  Airport  Authority  (Airport  Authority), 
to  provide  the  nearly  100,000  s.f.  of  additional  space,  the  Airport  Authority  was  not  interested 
because  it  needed  the  entire  IRS  Center  property  for  the  expansion  needs  of  another  tenant. 

In  September  1988,  PL.  100-440  authorized  GSA  to  acquire  from  the  State  of  Tennessee  or  a 
political  subdivision  by  lease-purchase  a  building  to  house  the  IRS  not  to  exceed  600,0(X)  gross 
s.f.  By  January  1989,  IRS  space  needs  had  changed  due  to  agency  workload  realignment  and  it 
submitted  a  request  for  900,000  gross  s.f.  of  space.  In  November  1989,  P.L.  101-136  amended 
P.L.  100-440  and  authorized  the  increased  space.  The  law  waived  the  prospectus  requirement. 

GSA  executed  a  lease  with  the  Airport  Authority  on  February  20,  1992.  The  estimated 
construction  cost  was  about  $104  million.  GSA  received  a  $6.3  million  credit  for  early 
termination  of  the  existing  lease.  Financing  for  the  project  was  arranged  through  the  Federal 
Financing  Bank.  After  30  years,  GSA  can  exercise  a  one  doUar  purchase  option. 
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Conclusion.  Much  of  the  effort  and  resources  that  GSA  puts  into  its  planning  for  new 
construction  can  be  negated  by  the  actions  of  outside  parties.  Client  agencies'  and  Congressional 
decisions  often  make  GSA's  best  efforts  in  this  area  less  than  meaningful.  Obtaining  better  and 
more  accurate  projections  from  client  agencies  of  their  future  space  needs  would  solve  some  of 
the  problems.  However,  this  may  not  be  as  simple  as  it  sounds,  since  the  agencies  are 
subjected  to  the  same  fluid  environment  as  GSA.  Projecting  space  needs  in  that  environment  is 
difficult.  A  conservative  approach  in  forecasting  agency  needs  would  seem  to  be  the  best  way 
to  improve  the  process.  The  timing  of  Congressional  actions  also  has  a  dramatic  effect  on 
GSA's  plans  and  its  abilities  to  provide  needed  office  space  at  cost  effective  prices.  The 
Congress  has  every  right  to  change  priorities,  redefine  project  scopes  and  waive  laws  and 
regulations  which  were  created  to  control  and  manage  the  construction  program,  however,  as 
seen  in  the  projects  described  above,  there  are  financial  consequences  incurred  when  projects 
are  modified  or  not  based  on  economic  analysis. 

GSA  has  recognized  some  of  the  shortcomings  in  the  planning  process  as  it  relates  to  the 
construction  of  courthouses.  A  Courthouse  Management  Group  has  been  established  within  the 
new  PBS  Office  of  the  Fee  Developer.  The  Courthouse  Management  Group  will  manage 
courthouse  construction  as  a  coordinated  national  program  rather  than  on  a  project-by-project 
basis.  It  will  focus  on  improving  the  management  and  delivery  of  the  courthouse  construction 
program,  set  a  new  emphasis  on  project  development  and  apply  consistent  strategies  to  keep  both 
projects  and  budgets  in  line.  The  Courthouse  Management  Group  will  work  with  the  Courts  to 
develop  a  rolling  five  year  plan  coordinated  with  the  Courts'  long  range  needs. 

We  believe  the  Courthouse  Management  Group  is  a  positive  move  and  will  enhance 
communications  between  the  Courts  and  GSA.  If  the  efforts  of  the  organization  prove  to  be 
beneficial,  a  similar  concept  applied  to  other  major  client  agencies  should  also  be  considered. 

A  more  businesslike  presentation  of  the  financial  analysis  included  in  the  prospectus  and  the 
11(b)  Reports  taking  into  account  the  impact  of  the  Government's  investment  on  the  Federal 
Buildings  Fund  over  the  long  term  is  needed.  In  our  opinion,  a  return  on  capital  investment 
analysis  would  help  to  prioritize  projects  and  incorporate  economic  worth  into  the  planning 
process. 

Impending  Sale  of  Existing  GSA  Assets 

Two  construction  projects  included  in  the  audit  sample  had,  as  part  of  their  authorizing 
legislation,  a  provision  to  sell  existing  GSA-owned  buildings  that  may  be  economically 
advantageous  to  retain.  From  our  review  of  the  records,  we  could  not  determine  the  origin  of 
the  idea  to  sell  off  the  old  buildings  to  fund  new  construction.  The  legislation  permits  the  sales 
proceeds  to  be  redeposited  into  the  Federal  Buildings  Fund  to  offset  a  portion  of  the  cost 
advanced  from  the  Federal  Buildings  Fund  for  the  construction  of  the  new  buildings.  The 
decision  to  sell  the  buildings  was  not  supported  by  an  adequate  analysis  of  need.    There  is 
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preliminary  evidence  that  GSA  may  have  a  need  for  the  buildings  and  the  Federal  Buildings 
Fund  may  not  be  reimbursed. 

P.L.  101-509,  dated  November  5,  1990,  authorized  GSA  to  sell  the  John  W.  McCormack 
Federal  Building,  U.S.  Courthouse  in  Boston,  Massachusetts  and  the  Federal  Building,  U.S. 
Courthouse  in  Minneapolis,  Minnesota.  The  legislation  included  a  third  building,  the  Federal 
Building,  U.S.  Courthouse  in  Charleston,  West  Virginia;  however,  that  project  was  not  part  of 
our  audit  sample.  GSA  is  to  deposit  sales  proceeds  into  the  Federal  Buildings  Fund.  The 
appropriation  language  excepts  other  provisions  of  law,  thereby  allowing  the  sale  proceeds  to 
be  returned  to  the  Federal  Buildings  Fund  rather  than  deposited  in  the  receipts  of  the  U.S. 
Treasury. 

Documents  in  the  Minneapolis  files  showed  that  the  judges  had  expressed  an  interest  in  a 
"monumental"  building  of  about  300,000  s.f. ,  not  an  annex  constructed  on  the  existing  building's 
parking  lot  and  renovation  of  the  courthouse  as  recommended  in  the  11(b)  Report.  GSA 
estimated  the  cost  of  the  new  larger  building  at  about  $100  million  plus  the  cost  of  a  site. 
Congress  had  appropriated  $68.8  million  for  the  project.  For  a  larger  project,  more  funds  were 
needed.  Sale  of  the  existing  courthouse  and  deposit  of  the  proceeds  into  the  Federal  Buildings 
Fund  was  the  solution  agreed  to  by  all  parties  involved  to  help  defray  the  cost  of  the  larger 
building. 

The  11(b)  Report  prepared  by  GSA  for  the  Boston  project  concluded  that  GSA  would  have  to 
make  a  "far  smaller  capital  outlay  ...  assuming  that  the  proceeds  from  the  sale  of  the 
McCormack  Building  are  deposited  into  the  FBF. "  The  Report  projected  that  there  would  be 
364,499  s.f.  of  leased  space  remaining  in  Boston  after  the  new  building  was  constructed; 
however,  it  offers  no  explanation  why  the  Report's  less  costly  option  of  retaining  the 
McCormack  Building  along  with  construction  of  a  new  building  was  not  recommended. 
Selection  of  that  option  would  have  virtually  eliminated  leased  space  in  downtown  Boston. 

We  did  not  find  a  formal  appraisal  that  provided  an  estimate  of  the  value  of  the  McCormack 
Building.  However,  files  contained  various  documents  assigning  values  ranging  from  $51 
million  to  $200  million  to  the  building.  The  building  is  located  in  the  heart  of  Boston's 
Financial  District,  so  it  offers  a  prime  location.  However,  the  building  is  eligible  for  the 
National  Register  of  Historic  Places  and  has  been  nominated  for  landmark  status  by  the  Boston 
Landmarks  Commission  which  may  impact  on  the  value  and  marketability  of  the  building.  The 
building  also  needs  extensive  modernization. 

Unlike  the  McCormack  Building,  the  Minneapolis  Courthouse  had  an  appraisal.  The  appraisal 
dated  December  10,  1990,  placed  an  estimated  market  value  of  $19  million  on  the  property. 
That  market  value  corresponded  to  the  increase  in  funds  needed  to  construct  the  larger 
courthouse. 
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Generally,  PBS  does  an  analysis  of  need  before  making  a  disposal  decision.  However,  we  found 
no  studies  prepared  prior  to  the  legislation  showing  that  the  buildings  were  excess  to  the  needs 
of  the  Government  and  should  be  sold  or  otherwise  disposed  of.  More  recent  information 
indicates  that  the  buildings  may  have  a  future  use.  In  both  Boston  and  Minneapolis,  GSA  has 
leased  space  and  space  occupied  by  agencies  in  the  existing  buildings  that  will  not  be 
accommodated  in  the  new  courthouses.  TTierefore,  GSA  can  back  fill  the  vacant  space  in  those 
buildings.  A  draft  Community  Plan  for  FY  1997/98  prepared  by  the  Region  I  Planning  Staff 
recommended  that  the  McCormack  Building  be  retained  and  renovated  to  house  the  agencies  in 
leased  space  and  those  remaining  in  the  existing  courthouse. 

A  similar  plan  has  been  prepared  for  Minneapolis.  It  recommends  modernizing  the  existing 
Federal  Building,  U.S.  Courthouse.  The  assessment  is  corroborated  by  a  1994  Building 
Evaluation  Report  for  the  Federal  Building,  U.S.  Courthouse  in  Minneapolis  which  stated  that 
the  site  and  the  building  were  well  maintained  over  the  last  35  years.  An  accompanying  Building 
Condition  Report,  dated  March  1994,  concluded  that  the  building  "...  is  sound,  in  good  repair 
and  is  relatively  easy  to  remodel  because  of  the  skeleton  framing  system  and  the  12'  floor  to 
floor  dimensions.  The  cost  to  bring  the  building  up  to  code  and  into  compliance  with  present 
day  office  standards  would  be  reasonable." 

Although  PBS  may  have  a  need  for  both  the  Boston  and  Minneapolis  buildings,  its  ability  to 
keep  the  buildings  is  in  question.  A  memorandum  dated  August  31,  1994,  prepared  by  the 
Regional  Counsel  in  Boston,  concluded  "that  Congress  intended  the  Administrator  of  GSA  to 
sell  the  (Boston)  building."  Further,  legal  review  of  this  issue  including  possibly  revisiting  it 
with  the  Congress  is  necessary  to  determine  whether  the  legislation  requires  or  merely  authorizes 
the  Administrator  to  sell  the  building. 

We  visited  both  buildings  and  found  the  buildings  to  be  well  maintained.  Each  had  recent 
capital  improvements  including  new  roofs,  new  building  equipment  and  cosmetic  upgrades. 
Although  the  McCormack  Building  did  not  have  a  Building  Evaluation  Report,  we  found  a  1989 
engineering  study  prepared  for  the  potential  renovation  and  expansion  of  the  Courts.  That  report 
recommended  many  systems  improvements  to  bring  the  building  up  to  modem  standards. 

Conclusion.  Our  review  established  that  the  decisions  to  sell  off  these  properties  were  not  based 
on  economic  analyses  or  objective  assessments  of  government  space  needs.  We  believe  that  in 
the  future  PBS  should  fully  assess  its  space  needs,  the  cost  of  renovating  the  buildings  and  other 
pertinent  matters  to  determine  whether  or  not  the  sale  of  an  existing  building  is  in  the  best 
interest  of  the  Government. 

Lease-Purchase  Financing 

GSA  used  several  techniques  to  reduce  financing  expenses  on  projects  authorized  by  Congress 
as  lease-purchases.    Through  an  evolutionary  process,  GSA  eventually  was  able  to  use  the 
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resources  of  the  Federal  Financing  Bank  (FFB)  of  the  Department  of  Treasury  as  a  source  of 
financing.  This  use  of  the  FFB  effectively  reduced  interest  costs  and  saved  money  as  compared 
to  developer  fmancing. 

Financing  for  the  Metcalfe  Building  Of  the  projects  we  reviewed,  this  was  the  first  of  the 
GSA  lease-purchase  projects  to  get  underway.  The  project  authorization  permitted  GSA  to  enter 
into  a  lease-to-ownership  contract  to  construct  or  acquire  a  federal  building.  It  did  not  give  GSA 
the  budget  authority  necessary  to  obligate  current  funds.  As  with  a  typical  lease,  budget 
authority  sufficient  to  cover  the  current  rent  expense  would  be  provided  armually.  Except  for 
recognition  of  each  year's  rent  expense,  the  acquisition  would  occur  essentially  off-budget,  or 
more  precisely,  in  increments  over  30  future  budget  years. 

Without  budget  authority,  GSA  cannot  create  government  obligations,  such  as  would  occur  if 
GSA  were  to  borrow  from  the  FFB  to  finance  its  acquisitions.  It  must  then  rely  on  the  private 
sector  to  secure  the  funds  needed  for  financing. 

Had  GSA  entered  into  a  standard  lease  construction  contract,  the  developer  would  have  arranged 
the  project  financing.  Most  likely,  when  the  building  was  completed,  the  construction  loan 
would  have  been  replaced  with  permanent  financing  in  the  form  of  a  conventional  mortgage. 
That  financing  cost,  expressed  in  terms  of  a  margin  above  the  U.S.  Treasury's  30-year  bond 
rate,  would  be  used  to  compute  the  monthly  lease  payment.  The  lease  payment  in  this  case  is 
the  cost  of  amortizing  the  full  purchase  price  plus  interest  over  30  years,  since  GSA's  objective 
was  lease-to-ownership. 

A  conventional  loan  would  have  carried  an  interest  rate  of  1.32  percentage  points  higher  than 
the  U.S.  Treasury's  borrowing  rate.  The  developer  proposed  an  alternative  financing  structure, 
but  it  would  shift  some  risk  to  GSA.  If  GSA  were  willing  to  alter  its  standard  lease  language 
to  delete  all  termination  rights,  rights  to  annul,  and  rights  to  offset,  the  lease  itself  could  be  sold 
to  finance  the  project.   GSA  agreed. 

Stripped  of  these  provisions,  the  lease  became  an  unconditional  promise  to  pay,  backed  by  the 
full  faith  and  credit  of  the  U.S.  Government.  Lenders  would  still  require  an  interest  rate  of 
about  0.82  percentage  points  above  Treasury's,  however,  0.50  percentage  points  below  the  cost 
of  a  conventional  loan,  to  compensate  the  lenders  for  two  unknown  risk  factors  (rent  start  date 
and  liquidity  of  the  new  obligation).  By  waiving  its  right  to  withhold  rent  as  an  offset  for 
nonperformance  and  offering  to  sell  the  rental  stream,  GSA  had  substituted  its  own  superior 
credit  for  the  value  of  the  building  as  the  basis  for  the  loan  and  thereby  reduced  its  borrowing 
cost. 

Financing  for  the  National  Archives  and  Rec<^rds  Admini.«itratinn  (NARA)  Building 
Following  the  award  of  the  Metcalfe  lease,  the  National  Archives  and  Records  Administration, 
through  its  financial  advisors,  found  a  different  financing  source  for  another  project,  the  new 
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NARA  building  in  College  ParK,  Maryland.  Although  not  included  in  our  audit  scope,  the 
project  offers  an  example  of  the  further  evolution  of  lease-purchase  financing.  In  this  approach, 
GSA  packaged  and  sold  that  same  unconditional  promise  to  pay  rent  on  Wall  Street.  This  was 
a  public  offering  in  the  form  of  Certificates  of  Participation,  a  much  broader  market  than  the 
private  placement  with  institutional  investors  envisioned  under  the  Metcalfe  deal.  GSA  would 
provide  a  guaranteed  rental  stream  which  would  commence  at  a  date  certain.  In  recognition, 
the  market  valued  these  securities  at  about  0.43  percentage  points  over  Treasury's  borrowing 
rate.  However,  in  doing  so,  GSA  was  accepting  not  only  the  performance  risk  it  had  taken  on 
in  the  Metcalfe  project  by  waiving  its  rent  offset  provisions,  but  was  also  accepting  the 
completion  risk,  the  risk  that  the  building  would  not  be  built  on  time,  or  not  built  at  all.  In 
effect,  this  structure  severed  the  project's  financing  from  its  construction. 

The  Federal  Financing  Bank.  The  budgetary  treatment  of  lease-purchase  projects  in  general 
came  under  intense  scrutiny  from  the  Administration,  0MB,  and  the  General  Accounting  Office 
(GAO).  The  visibility  of  a  public  offering  like  that  for  the  NARA  building  only  served  to 
heighten  that  interest.  As  discussed  earlier,  with  respect  to  the  Foley  Square  project,  OMB 
retroactively  adjusted  GSA's  Fiscal  Year  1990  budget  to  include  budget  authority  sufficient  to 
reflect  the  true  economic  nature  of  these  acquisitions.  With  budget  authority  in  the  form  of 
authority  to  borrow  rather  than  a  direct  appropriation,  the  FFB  became  the  lender  of  choice. 

In  return  for  an  unconditional  guarantee  from  a  Federal  entity  to  make  payments,  the  FFB 
provides  funding  at  the  U.S.  Treasury  rate  of  borrowing  plus  1/8  of  a  percentage  point  to  cover 
administrative  costs.  The  FFB  is  authorized  to  purchase  agency  obligations,  but  with  one 
caveat:  it  accepts  no  risk  in  its  transactions.  The  obligations  have  to  be  unconditionally 
guaranteed.  As  it  had  evolved,  GSA's  lease-purchase  structure  could  now  provide  that 
guarantee.  The  FFB  agreed.  GSA  had  shown  that  it  could  design  a  lease  to  qualify  as  a  GSA 
obligation.  Repayment  would  be  backed  by  the  promise  of  GSA,  not  tied  to  the  success  of  the 
project. 

After  the  NARA  Building,  the  permanent  fmancing  for  all  of  the  lease-purchase  projects  has 
been  through  the  FFB.  Even  the  Metcalfe  Building  was  ultimately  refinanced  using  the  FFB. 
Use  of  the  FFB,  instead  of  private  fmancing  for  that  project,  resulted  in  a  savings  of  about  $16.2 
million  over  the  30  year  term  of  the  loan.  There  is  no  other  financing  source  that  can  provide 
a  lower  cost  of  funds. 

Conclusion.  Using  funds  borrowed  from  the  FFB  to  fund  lease-purchase  building  projects  was 
a  reasonable  decision.  Admittedly,  the  use  of  FFB  fmancing  shifts  the  normal  risk  of  ownership 
to  the  Government  at  a  much  earlier  date.  However,  the  estimated  savings  to  the  taxpayer  over 
conventionally  borrowed  funds  for  the  11  projects  fmanced  by  the  FFB  will  be  over  $500 
million.   GSA  should  be  commended  for  its  effort  to  fmd  new  ways  to  lower  fmancing  costs. 
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The  remaining  issue  regarding  financing  is  the  question  of  when  is  the  best  point  in  time  to 
complete  fmancial  arrangements.  Should  the  Government  fmance  the  project  from  concept 
through  construction  phase  as  well  as  acquire  the  permanent  financing;  or  should  the 
Government  require  developers  to  obtain  private  financing  to  support  construction  phases  and 
then  use  the  FFB  to  provide  only  the  long-term  permanent  financing?  Each  approach  has  risks 
and  rewards.  Government  financing  from  the  beginning  of  a  project  lowers  overall  borrowing 
costs  to  the  Government  but  can  increase  costs  if  the  developer  fails  to  deliver  a  fiilly  acceptable 
building  on  time.  Using  the  approach  requiring  the  developer  to  secure  construction  financing 
protects  the  Government  from  financially  unstable  contractors  bidding  on  jobs  and  subjects  the 
developer  to  commercial  market  pressures  to  get  the  job  completed  on  time.  However,  this 
approach  increases  borrowing  expenses.  We  believe  that  PBS  should  study  this  issue  more  fully 
to  determine  which  financing  strategy  is  best  overall. 

The  Source  Selection  Process 

PBS  needs  a  more  standardized  approach  to  source  selection  in  order  to  improve  its  ability  to 
achieve  its  goal  of  design  excellence  for  its  major  construction  program. 

The  current  impetus  in  PBS  is  to  award  construction  projects  based  on  a  "design  excellence" 
selection  process  using  the  greatest  value  concept.  This  process  aims  to  select  the  proposal  that 
represents  the  greatest  value  to  the  Government,  not  necessarily  the  lowest  cost  or  price.  It  is 
based  on  qualitative  factors  specified  in  the  solicitation.  This  represents  a  shift  from  the 
traditional  approach,  which  focused  primarily  on  price,  to  the  selection  of  competing  service 
providers  based  on  qualitative  award  factors.  This  concern  for  quality  is  shared  by  the  National 
Performance  Review  which  endorsed  the  selection  of  architects  and  engineers  based  on 
qualifications,  not  primarily  on  price. 

To  achieve  the  goal  of  design  excellence,  it  is  important  that  the  intended  outcomes,  as  well  as 
the  means  to  reach  these  outcomes,  are  clearly  defined  and  communicated.  Design  excellence 
should  result  in  acquiring  high  quality  buildings  that  represent  the  best  value  for  the 
government/taxpayer  and  are  built  within  a  reasonable  price  parameter.  PBS  has  used  the  source 
selection  method  of  procurement  to  reach  this  desired  outcome. 

Because  the  source  selection  method  is  a  qualitative  evaluation  technique,  it  is  far  more  complex 
than  traditional  competitive  bidding  where  lowest  price  is  the  key  selection  factor.  Formal 
source  selection  typically  involves  a  Source  Selection  Plan  (SSP),  a  Source  Selection  Authority 
and  the  appointment  of  a  Source  Selection  Evaluation  Board  (SSEB).  The  Source  Selection  Plan 
addresses,  among  other  factors,  staffing,  the  method  of  evaluation  and  the  quality  award  factors 
to  be  used.  The  SSEB  renders  an  opinion  based  on  an  evaluation/appraisal  of  prospective 
contractor  submissions  responding  to  the  award  factors  specified  in  the  solicitation.  This 
opinion,  in  the  form  of  a  report,  is  submitted  to  the  Source  Selection  Authority  who  decides 
which  contractor  best  satisfies  the  Government's  requirements.    The  objective  of  the  source 
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selection  method,  as  outlined  Li  the  Source  Selection  Procedures  Handbook,  is  to  provide  an 
"impartial,  equitable  and  comprehensive  evaluation  of  competitive  proposals." 

PBS  has  increasingly  used  qualitative  criteria  (as  award  factors)  to  evaluate  offers  submitted  for 
major  construction  projects.  Therefore,  the  use  of  source  selection  for  awarding  construction 
contracts  has  become  commonplace.  Successful  application  of  the  source  selection  method  is 
a  key  to  achieving  design  excellence. 

Prudence  dictates  that  all  participants  involved  with  a  project  using  the  source  selection  method 
must  work  from  the  same  set  of  evaluation  standards  to  ensure  that  the  process  is  executed  in 
a  consistent  and  effective  maimer.  Since  source  selection  committee  members  often  include 
representatives  from  entities  outside  of  GSA,  it  is  imperative  that  GSA  take  steps  to  manage  the 
source  selection  process  to  preserve  its  impartiality  so  as  not  to  risk  GSA's  ability  to  achieve  its 
construction  management  goals  and  responsibilities. 

The  following  paragraphs  discuss  vulnerabilities  that  we  found  in  the  source  selection  process. 

Award  Factors 

The  award  factors  used  to  evaluate  proposals  differed  significantly  among  projects.  This  results 
in  having  an  overall  program  goal  of  design  excellence  and  quality  in  federal  building 
construction,  while  at  the  same  time  awarding  construction  contracts  based  on  inconsistent 
criteria  defining  what  is  meant  by  design  excellence. 

We  reviewed  a  sample  of  recent  projects  to  identify  the  factors  used  and  the  weight  assigned  to 
each.  As  illustrated  in  the  following  tables,  we  found  that  for  each  construction  project  selection 
factors  differed,  even  for  projects  within  the  same  region.  The  regions  have  broad  discretion 
concerning  the  factors  used  and  the  weight  assigned  to  each  factor. 
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For  the  three  courthouses  in  our  sample,  design  excellence  was  a  factor  in  each  procurement. 
However,  the  degree  to  which  it  was  counted  in  the  final  analysis  of  offers  varied  significantly: 
for  White  Plains,  design  excellence  accounted  for  35  percent  of  the  total  score,  for  Minne^wUs 
65  percent  and  for  Foley  Square  100  percent.  The  inconsistent  use  of  award  factors  may 
produce  inconsistent  outcomes.  Additionally,  when  award  criteria  keep  changing  from  project 
to  project,  contractors  find  it  difficult  to  anticipate  the  Government's  expectations  and  standards. 
Thus,  the  perception  that  the  Croveinment  does  not  know  what  it  wants  is  created. 

In  his  response  to  the  draft  report,  the  Commissioner,  PBS  took  excq)tion  to  the  reference  that 
standardized  award  factors  are  desirable.  He  raised  the  concern  that  although  basic  evaluation 
factors  should,  and  typically  are,  similar  from  one  project  to  the  next,  the  sub-elements  and 
issues  to  be  addressed  in  responding  to  these  categories  must  be  tailored  to  the  specific  needs 
of  the  project. 
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We  agree  with  this  assessment.  Our  concerns,  as  exemplified  in  the  preceding  chart,  is  that  the 
basic  award  factors  varied  in  application  and  weighting  from  one  project  to  another.  Factors 
such  as  past  performance,  qualifications,  and  design  are  basic  criteria  which  are  important 
regardless  of  the  nature  of  the  project.  There  should  be  consistency  in  their  application  and 
weighting.  Exactly  how  the  score  for  each  factor  is  to  be  determined  should  vary  depending  on 
the  purpose,  location,  size  or  other  important  elements  of  the  project  as  identified  in  the  Source 
Selection  Plan. 

Source  Selection  Evaluation  Boards 

We  reviewed  eight  SSEBs  that  were  appointed  by  various  regions  to  evaluate  offers  for 
construction  projects.  We  found  two  conditions  that  could  adversely  affect  GSA's  ability  to 
manage  the  source  selection  process.  First,  GSA  did  not  always  have  adequate  representation 
on  SSEBs;  and  second,  GSA  board  members  may  be  susceptible  to  inordinate  influence  by 
certain  non-GSA  members.  GSA,  as  the  contracting  agency,  has  ultimate  authority  and 
responsibility  for  the  entire  procurement  process.  It  also  is  the  steward  of  taxpayers'  funds. 
Accordingly,  GSA  must  manage  and  preserve  the  integrity  of  the  source  selection  process  in 
order  to  ensure  its  goals  are  achieved. 

Each  region  had  wide  latitude  in  determining  the  makeup  (number  and  mix  of  members)  of  its 
boards.  For  example,  on  the  Miimeapolis  Courthouse  project,  GSA's  representation  was  80 
percent,  with  four  GSA  members  to  one  from  the  Judiciary.  Conversely,  on  the  Foley  Square 
Courthouse  project,  GSA  did  not  have  a  majority,  as  their  representation  was  only  44  percent, 
four  GSA  members  to  three  from  New  Yoii  City  and  two  from  the  Judiciary. 

A  similar  comparison  can  be  made  among  the  New  CarroUton  and  the  Detroit  IRS  buildings  and 
the  Foley  Square  Federal  Office  Building.  On  the  New  CarroUton  building,  GSA  maintained 
a  75  percent  majority,  with  three  GSA  members  to  one  from  the  IRS.  Conversely,  on  Foley 
Square  and  the  IRS  Data  Center  in  E)etroit,  GSA  did  not  have  majorities  with  representation 
of  only  50  percent.  On  the  Detroit  project,  GSA  lost  its  majority  by  not  replacing  two  members 
that  had  left  prior  to  evaluation  of  best  and  fmal  offers.  The  following  table  illustrates  the 
makeup  of  the  SSEBs. 
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Foley  Square.  Our  review  disclosed  a  further  complication  with  the  Foley  Square  project  that 
made  maintaining  a  voting  majority  even  more  important.  The  New  Yoric  City  members  of  the 
SSEB  voted  as  a  block;  their  scoring  was  identic^  for  each  offeror.  They  prepared  one  set  of 
evaluation  sheets,  distributed  copies  to  each  other  and  submitted  signed  copies  of  these  identical 
evaluations  as  their  own.  This  was  done  despite  the  fact  that  the  Source  Selection  Plan,  as  well 
as  subsequent  instructions  from  the  SSEB  Chairman,  required  each  voting  member  of  the  SSEB 
to  independently  prepare  their  scoring  and  evaluations.  Further,  the  SSEB's  final  report  on  the 
Courthouse  selection  inaccurately  stated  "each  of  the  nine  SSEB  members  assigned  to  the 
Courthouse  independently  evaluated  and  scored  the  three  proposals."  In  contrast,  the  two  Court 
representatives  did  prepare  different  evaluations;  however,  as  with  the  city  representatives,  their 
numerical  scoring  was  identical.  Only  the  GSA  members  had  different  evaluations  and  different 
scores.  Both  the  Office  of  Audits  and  the  Office  of  Investigations  extensively  reviewed  the 
actions  and  impact  of  the  City's  voting  pattern  and  concluded  that  while  the  actions  created 
negative  perceptions  regarding  the  impartiality  of  the  process,  no  harm  resulted  to  the 
Government. 

Another  issue  was  the  extent  of  the  New  York  City  voting  membership  on  the  Foley  Square 
SSEB.  Their  inclusion  on  the  Federal  Office  Building  panel  was  understandable  since  New  York 
City  was  expected  to  occupy  half  the  building  under  the  original  plan,  although  the  City  formally 
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backed  out  the  day  before  th"  contract  was  awarded.  The  need  for  three  City  representatives 
on  the  Courthouse  project,  however,  is  extremely  questionable,  since  City  tenancy  was  never 
contemplated. 

Minnea polls  The  Chief  District  Judge  was  a  voting  member  of  the  SSEB  and  also  the  head  of 
the  Courts'  technical  evaluators.  The  Courts'  evaluators  woriced  with  the  pre-design 
architect/engineering  (A/E)  contractor  and  with  GSA  in  reviewing  design  aspects  of  the  offers. 
With  the  Judge  heading  up  the  Courts'  technical  evaluation  team,  the  Judge  could  control 
information  to  be  provided  to  the  other  members  of  the  SSEB.  The  GSA  project  manager  was 
also  the  chairperson  and  a  voting  member  of  the  SSEB.  As  the  project  manager,  she  had  the 
responsibility  to  keep  the  process  moving  forward  and  the  client(s)  satisfied  while  in  her  other 
role  as  an  SSEB  member  she  had  the  responsibility  to  impartially  weigh  the  merits  of  the 
individual  proposals. 

The  project  files  include  a  note  summarizing  a  discussion  with  an  official  of  the  Administrative 
Office  of  the  Courts  who  cautioned  GSA  against  the  judges'  active  membership  on  the  SSEB 
because  the  judges  are  not  cognizant  of  budgetary  issues  and  they  may  not  give  cost  factors 
ample  consideration. 

The  award  of  the  Miimeqx)lis  Courthouse  contract  went  to  the  most  costly  proposal  of  four  base 
proposals  considered.  Cost,  however,  was  within  the  defined  reasonable  range  of  the 
Government  estimate  and  was  not  one  of  the  evaluation  criteria.  The  price  range  of  proposals 
was  also  close  -  about  10  percent  from  high  to  low.  A  financial  analysis  performed  by  PBS 
showed  the  successful  proposal  to  have  an  allocation  of  "soft  costs"  (developers  fees,  A/E  fees, 
and  miscellaneous  costs)  of  about  17.7  percent  or  $13.5  million  which  was  about  70  percent 
higher  than  the  proposal  with  the  next  highest  soft  costs.  PBS  awarded  the  contract  based  on 
the  highest  technical  score  achieved  and  concluded  that  the  successftil  offer,  among  other  things, 
provided  "...  superior  design  and  architectural  expression,  a  monumental  concept,  services  of 
...  a  world  renowned  architect  with  ties  to  the  local  community,"  and  efficient  floor  plates. 
Although  PBS's  own  technical  evaluation  identified  the  wide  variation  in  soft  costs,  there  was 
no  effort  by  PBS  to  attempt  to  negotiate  the  price  for  "soft  costs"  downward.  We  believe  that 
cost  should  play  a  greater  role  in  the  evaluation  process  and  that  out-of-line  cost  elements  should 
be  negotiated  to  ensure  reasonableness. 

Representatives  from  the  local  government  told  us  that  they  had  requested  voting  membership 
on  the  SSEB,  but  that  their  request  was  denied  by  GSA.  That  denial  stands  in  stark  contrast  to 
New  York  City's  membership  on  the  Foley  Square  Courthouse  SSEB,  where  it  had  no  fmancial 
participation,  to  Minneapolis'  substantial  investment  as  contributor  of  a  site  and  money  and 
participation  as  a  GSA  lessee.  Rq>resentatives  from  local  government  did  serve  as  technical 
advisors  to  the  SSEB.  However,  when  their  technical  evaluations  of  the  proposals  did  not 
correspond  with  the  opinion  of  other  advisors,  which  included  the  pre-design  A/E  and  the 
Courts'  technical  evaluators  (headed  by  the  Chief  Judge),  a  GSA  technical  advisor  and  the  GSA 
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project  manager  unduly  criticized  and  discredited  local  government  evaluations  and 
qualifications.  GSA  invited  the  pre-design  A/E  but  not  the  local  government  advisors  to  provide 
a  presentation  during  Phase  2  evaluations.  The  offeror  recommended  by  the  pre-design  A/E 
became  the  successful  awardee. 

Inaccurate  information  regarding  the  qualifications  of  the  eventual  successful  offeror  was 
provided  to  the  SSEB.  Reference  checks,  apparently  performed  by  GSA  technical  evaluators, 
showed  that  the  successful  offeror  had  completed  the  Foley  Square  Federal  Courthouse. 
However,  the  Foley  Square  project,  which  was  repeatedly  cited  in  the  offeror's  proposal,  was 
only  about  60  percent  complete  at  the  time  of  the  Miimeapolis  evaluation.  The  RFP  and  the 
Source  Selection  Evaluation  Plan  (SSEP)  specified  that  the  projects  submitted  to  demonstrate 
experience  "...must  consist  of  projects  completed  within  the  last  eight  years.  (Completion 
means  the  start  of  beneficial  occupancy;  such  occupancy  must,  at  a  minimum  have  begun  prior 
to  the  date  that  submission  of  the  project  information  is  required). "  In  accordance  with  the  RFP 
and  the  SSEP,  no  credit  should  have  been  earned  in  either  Phase  I  or  Phase  n  of  the  evaluation 
process  for  a  project  still  under  construction.  All  voting  members  stated  on  their  evaluation 
forms  that  Foley  Square  was  a  major  strength  in  the  qualifications  of  the  successful  offeror.  The 
project  clearly  influenced  the  voting,  although  at  that  point  in  time  its  success  or  failure  was 
unknowable. 

Based  on  the  examples  cited  above,  the  incidents  occurring  within  these  SSEB  proceedings, 
while  not  indicating  willful  wrongdoing,  raise  perception  questions  regarding  the  impartiality  and 
integrity  of  the  process.  To  minimize  the  future  repetition  of  such  events,  we  believe  that  PBS 
should  strengthen  its  guidance  regarding  issues  of  SSEB  make-up  and  conduct  of  proceedings. 

Design/Build  Minneapolis 

As  implemented  by  PBS  in  Region  S,  the  use  of  design/build  and  the  accompanying  source 
selection  evaluation  process  for  the  delivery  of  the  Minneapolis  Courthouse  did  not  achieve  the 
time  savings  or  streamlining  that  are  GSA's  stated  reasons  for  using  this  method  of  new 
construction  delivery. 

PBS  did  not  achieve  the  time  savings  and  streamlining  goals  of  design/build  because  the  Region 
contracted  for  pre-design  services  with  an  A/E  firm.  The  complex  and  prescriptive  criteria 
contained  in  the  Courts  Design  Guide  were  incorporated  into  the  request  for  proposals  (RFP) 
in  a  manner  that  would  allow  potential  offerors  to  better  understand  the  Government's  specific 
needs.  The  procurement  and  the  delivery  of  the  pre-design  services  added  time  and  costs  to  the 
process. 

Although  GSA  decided  to  use  the  design/build  approach,  it  also  elected  to  use  a  private  A/E  firm 
to  develop  the  RFP  and  assist  Region  5  personnel  in  providing  technical  evaluations  of  the 
proposals  for  use  by  the  SSEB  members.   The  stated  purpose  of  the  contract  was  to  facilitate 
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the  design/build  process  throfgh  the  development  of  programming  information  and  project  data. 
The  A/E  firm  received  about  $1.2  million  to  develop  the  RFP  and  another  $500,000  to  provide 
technical  evaluations  of  the  proposals.  Representatives  of  the  Design  and  Construction  Division 
in  Region  5  said  that  this  service  had  to  be  provided  by  contract  because  they  did  not  have  the 
in-house  resources. 

PBS  followed  usual  A/E  selection  procedures  to  award  a  pre-design  A/E  contract  to  develop  the 
RFP.  The  acquisition  process  took  about  17  months.  The  A/E  delivered  the  RFP  six  months 
later.  By  contracting  for  pre-design  services,  GSA  lost  the  (i)  savings  in  time,  (ii)  the 
elimination  of  one  major  procurement  action,  and  (iii)  the  optimized  fast  track  development  of 
the  project  associated  with  the  design/build  process. 

In  a  memorandum  responding  to  a  regional  request  for  $1.5  million  for  RFP  preparation 
funding,  Central  Office  officials  stated  that  the  proposed  scope  of  work  effort  of  the  RFP  was 
not  consistent  with  the  design/build  process,  in  that  it  tasked  "the  RFP  preparer  to  develop  a 
concept  design,  defuie  all  design  restraints  to  allow  a  design  concept,  and  provide  a  specification 
on  the  Masterspec  format". 

In  addition,  although  GSA  paid  over  $500,000  for  technical  evaluation  services,  the  A/E  did  not 
provide  GSA  any  written  indq)endent  technical  evaluation  rqx)rts.  GSA  employees  prepared 
the  evaluation  reports  with  assistance  from  court  advisors  and  the  A/E. 

Evaluating  the  design/build  proposals  involved  over  130  government  and  contract  employees. 
There  was  overlap,  redundancies,  and,  in  the  end,  the  selection  of  the  successfiil  proposal  (based 
on  the  greatest  value  concept)  may  not  have  achieved  the  degree  of  impartiality  and  equitability 
intended  by  the  source  selection  process. 

In  an  April  2,  1993  study  titled  "Design-Build  Delivery  Assessment",  the  Office  of  Real 
Property  Development  raised  concerns  about  the  length  and  resource  impact  of  the  procurement 
process.  It  also  mentioned  voluminous  RFP  packages  which  "give  the  impression  of  burdensome 
and  difficult  requirements. "  It  suggested  that  only  important  programming  direction  be  put  into 
the  RFP  package,  and  that  "general  information  materials  and  design  guideline  documents  may 
be  referenced  but  should  not  be  bound  in  the  RFP."  The  study  also  recognized  that 
design/build  is  resource  intensive  on  staff  time  citing  the  evaluation  and  ranking  of  detailed 
design  proposals  as  particularly  time  consuming. 

With  ever  diminishing  personnel  resources,  GSA  cannot  afford  to  adopt  labor  intensive  and  time 
consuming  methods  to  deliver  construction  services.  Great  care  is  required  during  the 
procurement  planning  process  to  ensure  that  the  most  expeditious  and  cost  effective  means  of 
service  delivery  is  selected.  Design/build  has  distinct  advantages  for  construction  delivery  that 
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have  been  recognized  by  PBS.  However,  by  using  a  pre-design  A/E  to  create  an  RFP  that 
encumbers  the  process  with  added  time,  cost,  and  voluminous  criteria  the  advantages  that 
design/build  offers  are  reduced. 

Conclusion.  The  source  selection  method  for  acquiring  buildings  can  be  an  effective  means  for 
developing  successful  projects.  However,  if  not  planned  and  managed  properly,  the  source 
selection  process  can  become  unduly  costly,  untimely  or  create  perceptions  and  situations  which 
cause  questions  regarding  the  equity  of  the  process. 

Change  Orders 

PBS  used  change  orders  extensively  on  the  Foley  Square  Courthouse,  Detroit  Border  Station 
Cargo  Inspection  Facility,  and  other  projects.  Change  orders  are  modifications  to  an  executed 
contract  to  provide  for  changes  in  the  design  or  manner  of  construction.  The  changes  may  be 
caused  by  the  discovery  of  newer  or  better  materials  to  do  the  job,  new  construction  techniques, 
customer  generated  requirements,  or  the  need  to  correct  errors  or  omissions  in  the  specification. 
The  use  of  change  orders  is  an  inherently  expensive  method  of  buying  construction  because 
competitive  forces  do  not  influence  pricing.  Contracting  Officers  have  not  always  obtained 
audits  of  proposed  change  order  costs  submitted  by  contractors.  Such  situations  may  lead  to 
excessive  costs  for  the  changes.  A  recent  GAO  report^  criticized  GSA  for  not  controlling  cost 
growth  associated  with  the  use  of  change  orders. 

Detroit  Border  Statioi-  Cargo  Inspection  Facility.  PBS  used  change  orders  to  design  and 
construct  this  project.  The  change  orders  doubled  the  cost  of  the  original  $6.4  million  contract. 
Currently,  construction  costs  total  about  $14.3  million  with  59  change  orders  accounting  for  an 
additional  $7. 1  million  of  which  GSA  wiU  pay  $S  million  and  the  company  that  owns  the  border 
station  will  pay  the  remaining  amount. 

After  PBS  issued  the  notice  to  proceed  to  the  contractor,  PBS  had  the  entire  project  redesigned. 
The  redesign  delayed  the  construction  contractor  for  12  months.  Objections  by  the  City  of 
Detroit  and  an  agreement  signed  with  the  private  company  that  owns  the  border  station  caused 
the  redesign.  The  agreement  was  signed  after  the  construction  contract  was  awarded.  About 
$344,000  was  paid  to  the  construction  contractor  for  delay  and  escalation  claims. 

GSA  officials  contended  they  had  to  award  the  contract  to  convince  a  Federal  judge  that  GSA 
needed  immediate  possession  of  the  properties  previously  acquired  through  condemnation. 
However,  the  former  owners  still  occupied  the  properties  and  the  Government  could  not  evict 
them  without  a  court  order. 


"Better  Data  and  Oversight  Needed  to  Inprove  Construction  Management," 
GAO  GGD94-145,    June   1994. 
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Because  of  the  delays  and  changing  requirements,  GSA  could  not  exercise  the  priced  options  in 
the  contract  which  then  forced  GSA  toward  change  orders  to  accomplish  the  work.  Under  the 
original  contract,  PBS  had  the  right  to  exercise  six  priced  options,  each  had  an  expiration  date. 
PBS  exercised  only  one  option.  The  remaining  options  were  not  exercised  since  they  were  no 
longer  viable  because  of  changed  requirements. 

In  addition,  several  more  change  orders  were  issued  to  clean  up  the  contaminated  site.  Before 
award  of  the  construction  contract,  a  PBS  official  anticipated  that  some  parcels  would  have 
hazardous  materials.  Instead  of  incorporating  cleaning  up  the  parcels  into  the  Request  for 
Proposals  before  the  award,  GSA  used  14  price-to-be-determined-later  change  orders  to  clean 
up  the  site.  The  GSA  Contracting  Officer  routinely  agreed  to  the  contractor's  proposals  and 
cited  the  urgency  of  the  situation  for  accepting  the  prices.  Change  orders  for  toxic  waste 
removal  totaled  $3.1  mdlion.  Competitive  bidding  may  have  resulted  in  a  less  costly  clean  up 
bill. 

Nine  contractors  competed  for  the  base  contract,  making  the  award  competitive.  Some  may 
have  anticipated  construction  delays  and  changes  to  the  scope  of  work.  Therefore,  opportunities 
existed  for  a  contractor  to  bid  low  and  recover  its  profits  through  change  orders,  a  practice 
commonly  known  as  "low  ball"  bidding. 

Foley  Square  Courthouse.  The  method  in  which  Congress  authorized  the  Foley  Square  project 
as  lease-purchase  project  contributed  to  fostering  cost  growth.  Since  the  combined  budget 
authorized  by  Congress  was  substantially  higher  than  GSA's  estimated  cost  for  the  project,  GSA 
had  difficulty  limiting  requests  for  scope  changes  and  amenities  from  client  agencies.  The 
Courts  incorporated  the  latest  requirements  of  their  Courts  Design  Guide  and  the  Courthouse 
became  a  "monumental"  building. 

For  the  Foley  Square  Courthouse,  the  change  orders  issued  totaled  $120  million  above  the 
original  construction  ceiling  of  $259  million.  This  r^resents  a  cost  growth  of  46  percent.  The 
majority  of  the  change  orders  were  used  to  upgrade  the  interior  finishes  of  the  courthouse.  The 
pricing  of  the  change  orders  was  based  on  estimates  because  the  contractor  had  not  awarded 
subcontracts  for  the  deleted  work  and  cost  or  pricing  data  was  not  available.  Credits  were  based 
on  the  contractor's  estimates  and  not  on  verifiable  costs. 

Centers  for  Disease  Control.  In  the  CDC  headquarters  project,  the  contract  award  was  for 
$13.8  million,  which  was  below  GSA's  construction  budget  of  $21  million.  Within  three  months 
of  the  contract  award,  GSA  started  issuing  change  orders  for  a  378  space  parking  structure 
which  will  cost  an  estimated  $3.5  million.  While  there  is  no  doubt  that  additional  paridng  was 
needed,  the  timing  and  amount  of  the  change  casts  doubt  on  whether  GSA  fully  resolved  the 
needs  of  the  CDC  before  the  award  of  the  construction  contract. 
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Lack  of  Contract  Audits.  The  Contracting  Officer  did  not  use  audit  services  to  assess  the 
reasonableness  of  the  pricing  of  change  orders  or  delay  claims  on  the  Detroit  Border  Station 
Cargo  Inspection  Facility.  GSA  issued  a  change  order  worth  over  $2  million  to  build  the  newly 
redesigned  facility.  In  June  1992,  the  Contracting  Officer  requested  an  audit  of  the  contractor's 
proposal;  however,  the  auditors  found  that  GSA  and  the  contractor  already  had  negotiated  the 
pricing  on  the  change  order.  As  a  result,  the  request  for  a  preaward  audit  was  denied.  The 
Contracting  Officer  relied  on  "information  available  ...  considered  adequate  to  determine  the 
reasonableness  of  the  proposed  price  or  cost."  For  a  delay  claim,  GSA's  estimators 
recommended  provisional  acceptance  of  claimed  costs  on  the  condition  that  an  audit  be  done. 
Without  a  preaward  audit,  GSA  lost  the  best  assurance  that  it  paid  a  reasonable  price. 

The  Federal  Acquisition  Regulation  calls  for  the  Contracting  Officer  to  obtain  cost  or  pricing 
data  when  modiHcations  to  contracts  are  expected  to  cost  more  than  $100,000.  Further,  the 
Contracting  Officer  shall  obtain  audits  of  proposed  modification  costs  which  exceed  $500,000. 
In  the  Foley  Square  Courthouse  project,  due  to  the  fact  that  subcontracts  had  not  been  awarded 
when  changes  to  the  design/build  contract  were  made,  audits  could  not  be  performed  for  many 
of  the  change  orders.  Under  design/build,  a  contractor  provides  both  design  and  construction 
services  to  meet  the  owner's  requirements.  Detailed  design,  specifications,  and  subcontracts  are 
not  finalized  until  later.  GSA  ordered  many  changes  to  the  project,  before  the  developer  had 
finished  designing  the  building.  Consequently,  instead  of  having  audited  cost  and  pricing 
information  to  use  in  its  negotiations,  PBS  had  to  rely  on  estimates  prepared  by  its  construction 
quality  management  contractor  to  determine  if  the  developer's  prices  were  reasonable. 

Tmpac^  of  Downsizing 

PBS's  construction  program  has  been  generally  effective  in  delivering  buildings,  some  of  them 
of  a  monumental  stature.  The  construction  program  relies  heavily  on  contractors  to  perform 
many  activities  including  preparation  of  prospectus  development  studies,  pr^aiation  of  requests 
for  proposals,  design  services,  construction,  construction  management  services  and  inspection 
services.  Therefore,  procurement  and  contract  administration  activities  play  a  crucial  role  in 
whether  a  project  is  successful.  The  process  (source  selection)  used  to  select  some  contractors, 
especially  on  design/build  projects,  has  been  labor  intensive  and,  as  a  result,  has  involved  many 
personnel  from  the  regional  offices.  Recently,  PBS  has  reorganized  on  a  business  line  basis.  The 
Fee  Developer  will  handle  the  major  construction  projects.  The  Fee  Developer  is  staffed  with 
personnel  with  architectural/engineering  expertise  as  well  personnel  from  the  procurement 
profession. 

GSA  is  undergoing  significant  downsizing  and  re-engineering  of  its  operations  and  activities. 
Buyout  legislation  is  impacting  all  aspects  of  GSA's  operations.  As  regional  staffs  dwindle,  PBS 
management  must  assess  whether  staffs  that  remain  are  sufficient  to  handle  the  workload  and 
possess  the  expertise  necessary  to  execute  the  construction  program,  especially  management  of 
major  new  construction  projects.     In  our  audit  of  Procurement  Personnel  Development 
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{A21503/P/5/R93072  dated  September  30,  1993),  we  pointed  out  that  the  success  of  GSA  is 
dependent  on  the  quality  of  the  contracting  program.  Since  PBS  contracts  for  much  of  its 
construction  program  related  activities,  the  need  for  procurement  expertise  is  critical.  The  OIG 
Advisory  Opinion  on  Options  to  Reinvent  GSA,  dated  January  23,  1995,  also  discussed  options 
available  to  GSA  relative  to  the  construction  program.  Specifically,  it  suggested  that  PBS's 
construction  expertise  might  be  concentrated  in  several  centers  on  a  zonalized  basis.  In  our 
opinion,  PBS  must  assess  its  staff  resources  and  expertise  against  workload  in  order  to  best 
execute  the  construction  program. 


Recommendations 

We  recommend  that  PBS: 

1.  Evaluate  the  effectiveness  of  the  Courthouse  Management  Group  after  a  reasonable 
period  of  time  to  determine  whether  the  concept  has  wider  application  for  other  major 
clients'  space  needs. 

2.  Develop  policy  guidance  relative  to  instituting  a  system  employing  cash  flow  analysis  and 
return  on  investment  for  all  proposed  new  construction  projects  to  allow  the  decision 
makers  to  see  if  the  project  makes  good  business  sense  and  is  a  wise  investment  for  the 
Federal  Buildings  Fund. 

3.  Obtain  a  legal  opinion  from  the  Office  of  General  Counsel  on  the  impact  of  P.L.  101-509 
on  the  future  retention  or  sale  of  the  GSA  buildings  affected,  and  develop  a  policy 
relating  to  the  use  of  funds  from  a  future  sale  of  an  existing  GSA-owned  building  to 
offset  new  construction  costs  to  ensure  that  sound  planning  and  prudent  business 
judgment  go  into  the  decision  making  process. 

4.  Develop  policy  guidance  relative  to  a  standardized  strategy  for  source  selection  to 
include: 

a.  a  standardization  of  award  factors  to  ensure  a  consistent  approach  to 
source  selection  by  PBS  offices;  and 

b.  specific  guidelines  for  the  composition  of  source  selection  committees, 
i.e.,  GSA  voting  majority,  number  of  members,  inclusion  of  non-federal 
members,  non-GSA  rq>resentation  and  relative  rank  of  members. 
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5.  Peifonn  an  analysis  of  available  alternatives  before  selecting  design/build  as  a  means  for 
project  delivery  for  complex  special  use  buildings  such  as  courthouses.  Costs,  time,  and 
available  resources  need  to  be  carefully  considered  before  a  decision  is  made  to  use 
design/build. 

6.  Assess  its  staff  resources  and  expertise  against  workload  in  order  to  best  execute  the 
construction  program. 


Management  Comments 

In  his  September  IS,  1995,  reply  to  the  draft  audit  report,  the  Commissioner,  PBS  agreed  to 
take  the  corrective  action  recommended  in  the  report. 

The  Commissioner  also  raised  an  issue  on  the  reference  found  in  Chapter  2  that  standardized 
award  factors  are  desirable.  We  agreed  with  the  Commissioner's  comments  and  added  further 
discussion  on  page  2S  to  clarify  our  position  and  concerns  in  this  area. 
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CHAPTER  3  -  UPGRADES  AND  UNWARRANTED  KlVfRF.TJTSHMENTS 

The  Office  of  Audits  selected  seven  new  construction  projects  that  were  either  complete,  or 
nearly  complete,  to  determine  if  all  the  construction  work  that  had  been  provided  was  necessary 
and  prudent.  We  found  a  number  of  instances  where  costly  embellishments  and  personal 
conveniences  were  provided  to  client  agencies.  The  cost  of  those  features  was  not  always  borne 
by  the  recipient  agency.  We  also  found  examples  of  new  construction  projects  that  did  not  result 
in  a  positive  investment  for  the  Federal  Buildings  Fund. 

PBS's  emphasis  on  meeting  customers'  expectations  is  a  contributing  factor  to  the  growth  in 
construction  costs  caused  by  providing  amenities  and  embellishments.  The  emphasis  placed  on 
satisfying  clients  makes  application  of  GSA's  oversight  role  awkward  and  ineffective.  As  a 
result,  PBS  has,  at  times,  allowed  clients  to  receive  items  that  are  of  a  questionable  nature  when 
assessed  against  prudent  use  of  government  funds. 

In  recent  years,  GSA  has  placed  increasing  emphasis  on  customer  satisfaction  by  becoming  more 
responsive  to  customer  agencies'  needs  and  desires.  As  a  result,  GSA  changed  regulations  that 
specify  what  agencies  can  have  in  their  space.  However,  recent  media  coverage  of  projects, 
such  as  the  Foley  Square  Courthouse,  has  held  GSA  accountable  for  actions  it  has  taken  to 
accommodate  its  customers.  A  Senate  investigation  report*  issued  in  December  1994  was  also 
critical  of  GSA's  role  in  providing  embellishments  in  courthouse  projects. 

Evolution  of  the  Courts  Design  Guide 

The  Courts  Design  Guide,  issued  by  the  Judicial  Conference  of  the  United  States,  is  a  document 
which  provides  specifications,  requirements,  and  standards  for  constructing  and  outfitting 
courthouses.  It  has  evolved  over  lie  years  and  has  produced  larger,  more  grandly  appointed 
courtrooms  and  chambers.  As  a  result,  costs  related  to  implementing  the  design  standards 
written  by  and  interpreted  by  the  Courts  have  escalated.  The  language  and  requirements  in  the 
Courts  Design  Guide  help  explain  some  of  the  perceived  excesses  in  new  courthouse  projects. 


"Investigation  of  the  Federal  Courthouse  Construction  Program,"  Majority 
Staff  Report  to  the  Committee  on  Environment  and  Public  Works,  United  States 
Senate,  December  1994. 
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Six  editions  of  the  Courts  Design  Guide  have  been  issued  since  1959.    The  following  table 
shows  how  design  philosophies  have  evolved  over  time. 


Guide  Edition 

Design  Philosophy 

11/5/59 

"Courtrooms  and  auxiliary  rooms  should  be  designed  in  a  spirit  of 
dignity  and  simplicity." 

5/1/79 

"adequate  but  not  excessive  housing  for  court  activities.    Finish 
materials  should  be  similar  to  those  used  in  contemporary  office 
buildings.   As  for  the  special  spaces  the  emphasis  should  be  on  the 
design  itself,  the  scale,  the  form  rather,  than  on  decorative  materials. " 

3/9/84  and  8/89 

"Finish  materials  in  the  courtroom  and  judge's  office  chambers  should 
emphasize  the  dignities  of  the  judicial  ftmction. " 

3/12/91 

"The  scale  of  a  courthouse  should  be  monumental ....  The  spirit  of 
the  architecture  should  be  impressive  and  inspiring.   The  spirit  of  the 
exterior  architecture  should  permeate  the  design  of  the  major  interior 
spaces.  Highest  quality  paint/wall  covering:  paneling,  wallpaper, 
miUwoilc  . . .  durable  high  quality  carpet. " 

2/25/93 

"a  courthouse  facility  should  be  monumental  in  design  . . .  scale  of 
design  components  grand." 

The  1991  guide  continued  the  expansive  trend  of  past  guides.  It  specifies  the  highest  quality 
finishes  as  the  standard.  More  significantly,  it  gives  the  Courts  the  authority  to  interpret  what 
is  standard  and  provides  for  features,  some  of  which  have  been  the  subject  of  media  criticism. 
These  include: 

Judges'  chambers  occupying  1,990  s.f., 

Private  showers. 

Galleys  (kitchenettes),  and 

Private  toilets  for  Circuit  Librarian,  Clerk  of  the  Court,  U.S.  Marshals  Service 

office,  Office  of  the  Circuit  Executive,  and  Office  of  the  District  Executive. 

The  1991  Guide  calls  for  16  foot  high  ceilings  for  all  district,  appellate,  and  bankruptcy 
courtrooms.  Consequently,  offices,  chambers,  and  washrooms  on  the  same  floor  as  courtrooms 
are  also  in  space  that  is  structurally  16  feet  high. 
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At  the  same  time,  the  1991  GuiJe  called  for  increases  in  the  si^s  of  courtrooms  and  chambers 
shown  as  follows: 


Space 

1984/1989 
Guide 

1991  Guide 

Increase 

District  Courtroom 

1,820  s.f. 

2,400  s.f. 

32% 

District  Chambers 

1,600  s.f. 

1,990  s.f. 

24% 

Appellate  Chambers 

2,200  s.f. 

2,340  s.f. 

6% 

In  March  1994,  as  a  result  of  adverse  publicity,  the  Courts  deleted  some  controversial  items, 
including  private  showers  in  the  judges'  chambers  and  a  smokers'  lounge  for  the  jury,  from  the 
1993  Courts  Design  Guide. 

Ejnbelllshments  in  Courthouses 

Foley  Square  Courthouse.  Located  in  lower  Manhattan  and  housing  44  courtrooms,  this  is  the 
largest  Federal  courthouse  in  the  country.  PBS  started  construction  in  March  1991  and  initial 
occupancy  was  underway  as  of  April  1995.  During  the  past  year,  the  project  has  been  the 
subject  of  negative  publicity  concerning  its  cost  and  the  embellishments  provided  in  the  building. 

The  Courts,  citing  their  interpretation  of  the  Foley  Square  authorizing  legislation,  demanded  and 
ultimately  received  from  PBS,  many  building  amenities  and  embellishments.  PBS  granted  the 
Courts'  requests  for  several  reasons,  including  an  overly  generous  construction  budget,  the 
issuance  of  the  expanded  1991  Courts  Design  Guide,  and  a  contractor  who  consistently 
encouraged  adding  additional  upgrades  to  the  building. 

Most  of  the  upgrades  were  provided  by  changes  to  the  base  contract.  The  change  order  process 
is,  in  itself,  an  inherently  costly  method  of  procuring  constniction  because  it  lacks  the  forces  of 
competition  to  control  prices.  At  the  time  of  our  review,  change  orders  totaled  $1 19.6  million, 
including  $68.8  million  for  upgraded  interior  finishes  and  improvements.  The  interior  upgrades 
alone  cost  more  than  some  recently  constructed  courthouses. 

Originally,  PBS  rebuffed  the  Courts'  notion  that  PBS  should  pay  for  all  upgrades.  The  Courts' 
position  was  that  the  project's  authorizing  legislation  required  GSA  to  fund  everything.  GSA 
personnel  initially  resisted  this  idea,  and  even  said  they  would  not  make  an  award  under  those 
circumstances.  The  matter  was  settled  by  the  former  GSA  Administrator.  At  a  November  6, 
1990  internal  GSA  meeting,  the  Administrator  expressed  his  opinion  that  all  of  the  upgraded 
interior  finish  work  provided  in  the  Foley  Square  Courthouse  should  be  part  of  the  project.  He 
wanted  the  Courts  to  commit  to  pay  rent  based  on  actual  construction  costs.  However,  there  was 
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never  a  formal  agreement  between  the  Courts  and  GSA  to  commit  the  Courts  to  pay  for  the 
upgrades  as  part  of  the  rent. 

The  authorizing  legislation  (P.L.  100-202)  did  not  establish  a  budget,  did  not  describe  how  the 
building  should  appear,  and  did  not  specify  who  should  pay  for  upgrades.  The  legislation  simply 
provided  for  construction  of  two  buildings  with  1,600,000  gross  square  feet  of  space.  GSA 
officials  sought  interpretation  of  the  legislation's  intent  from  a  committee  member.  The 
member's  staff  agreed  with  the  Courts'  position.  PBS  requested  $855  million  for  the  two- 
building  project.  We  could  not  find  any  support  or  backup  documentation  showing  the  makeup 
of  the  $855  million  or  how  it  was  arrived  at.  The  final  approved  spending  limit  was  $1,006 
billion.   Again,  we  found  no  documentation  to  explain  how  this  amount  was  established. 

When  GSA  issued  the  solicitation  for  offers  (SFO),  the  1984  Courts  Design  Guide  was  in  effect. 
However,  prior  to  the  receipt  of  Best  and  Final  Offers,  the  SFO  was  amended  to  incorporate 
upgraded  standards  in  anticipation  of  the  impending  issuance  of  the  1991  Courts  Design  Guide. 
It  gave  the  Courts  virtually  unlimited  authority  to  decide  what  was  standard.  The  Courts  wanted 
the  highest  level  of  finishes.  The  new  guide  required  16  foot  high  ceilings  for  courtrooms.  The 
Courts  wanted  window  space  for  secretaries  and  law  clerks,  comer  chambers,  sound  vestibules, 
mockups,  and  additional  toilets.  The  changes  had  a  major  impact  on  layouts  and  room  sizes  and 
required  costly  design  and  structural  woric. 

The  developer,  largely  in  response  to  the  judges'  desires,  also  proposed  numerous  changes  to 
interior  fmishes.  The  developer  argued  that  GSA  contracted  for  a  "signature"  building  and  that 
was  what  the  developer  wanted  to  build,  inside  and  out. 


38  FOR  OFFICIAL  USB  OMLT 


270 


FOR  OFFICIAL  USB  ONLY 


Two  major  upgrades  to  the  courthouse's  design  occurred  after  GSA  awarded  the  design/build 
contract.    These  upgrades  and  the  original  proposed  level  of  finishes  are  shown  as  follows: 


Event 

Level  of  Interior 
Design  and  Finishes 

Example: 

Carpeting' 

Courtroom 

Contractor's  Proposal 
As  Accepted 

Based  on  1984  Courts 
Design  Guide  as  Upgraded 

42  ounce  nylon 
$55/sq.  yd. 

1st  Major  Upgrade 

"Traditional"  Style 

60  ounce  wool 
$106/sq.  yd. 

2nd  Major  Upgrade 

"Classical"  Style 

60  ounce  wool 
patterned 
design 
$114/sq.  yd. 

The  changes  were  made  at  the  direction  and  insistence  of  the  Courts.  In  some  cases,  the  first 
upgrade  to  "traditional"  design  added  additional  durability  to  the  finishes  such  as  going  from 
marble  tile  floors  to  tri-color  terrazzo,  and  from  vinyl  wall  fabric  to  stone  paneling.  However, 
the  judges  rejected  the  traditional  style  for  most  areas.  The  designer  then  developed  the  more 
intricate  "classical"  style  which  was  characterized  by  great  detailing  in  the  woodwork,  raised 
panel  hardwood  doors,  upgraded  marble  walls,  patterned  carpeting,  and  upgraded  (four  color) 
terrazzo  floors. 


'  nie  costs  include  materials,    labor,  and  a  mark-up  for  overhead  and  profit. 
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The  following  chart  shows  examples  of  upgrades  and  their  added  costs. 
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One  of  the  more  significant  examples  of  embellishment  in  the  Foley  Square  Courthouse  was  the 
ceremonial  courtroom.  The  ceremonial  courtroom  is  a  5,346  s.f.  nx)m,  with  a  26  foot  high 
ceiling,  that  can  seat  over  40  judges  at  its  benches  at  one  time.  It  has  $3.8  million  worth  of 
upgrades  including: 


Stone  engraving  with  18K  gold  letters 

Ceiling  dome 

Bronze  gates 

Stone  pilasters 

Heavy  dnq)es  ($1,165  a  lineal  foot)  matching  the  carpet 

Bronze  fu%  hose  cabinet  and  rack 

Pendant  light  fixtures  (6) 


$13,200 
$184,800 

$23,700 
$332,600 

$95,600 

$5,940 

$118,800 


GSA  was  placed  in  a  difficult  position  of  trying  to  satisfy  its  customers  and  trying  to  contain 
costs  at  the  same  time. 

The  cash  flow  analyses  prepared  by  PBS  showed  that  the  rental  income  it  will  receive  for  both 
the  Foley  Square  Courthouse  and  the  Federal  Office  Building  will  remain  negative  for  up  to  18 
years  after  occupancy.  The  analyses  show  that  the  combined  cumulative  negative  cash  flow  for 
the  buildings  could  reach  nearly  $160  million  during  the  30-year  term  of  the  FFB  loan.   The 


'  This  reflects  the  final  quantities  called  for  in  the  change  orders. 
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Federal  Buildings  Fund  must  absorb  these  losses.  It  can  not  remain  viable  if  too  many  buildings 
come  into  service  that  create  long  term  revenue  drains  against  the  Federal  Buildings  Fund's 
resources. 

The  revenue  that  GSA  receives  from  its  customer  agencies  is  deposited  in  the  Federal  Buildings 
Fund.  The  Federal  Buildings  Fund  is  the  principal  source  of  funding  for  the  operation, 
maintenance,  protection  and  repair  of  GSA  owned  and  leased  buildings  as  well  as  for  building 
improvements  and  acquisition  of  space  through  lease,  purchase,  or  construction.  If  GSA  suffers 
losses  by  subsidizing  the  space  it  provides  to  the  Courts,  it  will  ultimately  affect  the  equitable 
distribution  of  GSA  revenue  to  fund  services  for  its  other  customers. 

One  of  PBS's  goals  should  be  to  construct  buildings  within  some  reasonable  economic 
parameter.  The  lack  of  cost  containment  on  the  Foley  Square  projects  highlights  the  need  for 
a  mechanism  to  control  costs.  PBS  usually  estimates  the  cost  of  its  projects  by  applying  costs 
per  square  foot  to  a  breakdown  of  anticipated  building  components.  In  contrast,  private 
developers  are  concerned  with  the  income  that  the  completed  building  will  produce.  Once  the 
future  flow  (i.e.,  attainable  rental  rates)  is  predicted,  a  developer  will  then  budget  the  project 
so  that  the  income  will  cover  costs  and  return  on  investment.  A  similar  approach  to  construction 
budgets  by  PBS  would  place  a  market  controlled  limit  on  its  investment  that  we  believe  is  in 
accord  with  the  intent  of  the  Federal  Buildings  Fund  and  prudent  business  practices. 

Oakland  Federal  Building  flnd  Courthouse.  The  Oakland  Federal  Building  and  Courthouse 
is  an  office  buUding  with  a  four  story  courthouse  wing  containing  four  courtrooms.  The  design 
of  the  courthouse  wing  was  revised  to  provide  for  eight  operable  windows  installed  in  the  jury 
rooms  and  the  judges'  chambers.  The  redesign  occurred  because  the  former  Chief  Judge  wanted 
access  to  fresh-air  in  the  judges'  chambers.  The  Courts  reimbursed  PBS  for  changes  to  the 
windows.  The  windows,  about  8  feet  high,  are  on  tracks  and  open  up  to  4  feet.  The  Courts 
Design  Guide  does  not  provide  for  operable  windows.  When  we  visited  the  building, 
representatives  from  the  U.S.  Marshals  Service  expressed  concerns  that  the  operable  windows 
compromised  security.   They  discussed  ways  of  locking  the  windows. 

The  judges'  chambers  have  private  kitchens,  in  separate  rooms  with  doors;  each  occupied  about 
100  square  feet.  The  1984  Courts  Design  Guide,  on  which  the  courthouse  design  was  based, 
did  not  provide  for  kitchens.  The  1991  Courts  Design  Guide  provided  for  "galleys"  or 
kitchenettes  of  20  square  feet. 

GSA  officials  complied  with  the  judges'  requests.  Furthermore,  GSA  officials  viewed  the 
Courts  Design  Guide  as  just  guidance  which  allowed  for  deviation.  They  contended  that  as  long 
as  a  request  was  reasonable  and  was  paid  for  by  the  customer,  it  should  be  honored. 
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Edward  R.  Rovbai  Federal  Building^  U.S.  Courthouse  flxw  Angeles).  This  21  story 
building,  completed  in  1992,  has  28  courtrooms.  The  Courts  share  the  building  with  several 
Federal  agencies. 

Initially,  GSA's  regional  officials  tried  to  adhere  to  the  1984  Courts  Design  Guide,  which  was 
in  effect  during  the  design  phase.  However,  the  judges  wanted  to  exceed  the  1984  standards. 
The  Administrative  Office  of  the  Courts  supported  the  local  judges  and  wrote  to  GSA  stating  "It 
is  GSA's  responsibility  to  provide  the  facilities."  As  evidenced  by  actual  construction,  the 
matter  was  resolved  in  favor  of  the  local  judges. 

The  following  items  in  the  building  are  not  provided  for  by  the  1984  Courts  Design  Guide: 

-Each  judge's  chamber  has  a  sink  and  a  microwave. 

-Private  showers  in  District  Judges'  chambers. 

-Individual  library /conference  rooms  in  each  bankruptcy  chamber  (18  altogether). 

Shreveport  Courthouse.  Although  not  included  in  our  audit  scope,  we  found  information 
germane  to  this  discussion.  According  to  a  GSA  consultant,  the  Shreveport  Courthouse  was  built 
using  space  allocations  larger  than  Court  Design  Guide  standards  because  the  Courts  anticipated 
that  the  later  Guide  revision  would  authorize  more  space.  The  Courthouse  was  designed  when 
the  1989  Courts  Design  Guide  was  in  effect. 

The  following  table  compares  space  as  built  to  the  1989  and  1993  editions  of  the  Courts  Design 
Guides. 


Space 

1989  Guide 

1993  Guide 

As  Constructed 

Appellate  Chambers 

2,200  s.f. 

2,480  s.f. 

3,556  s.f. 

District  Chambers 

1,600  s.f. 

1,990  s.f. 

2,450  s.f. 

The  appellate  chambers  as  constructed  is  about  twice  the  size  authorized  by  the  Courts  Design 
Guide  for  an  appeUate  courtroom.  Also,  each  chamber  includes  a  kitchen  and  shower.  The 
1989  guide  does  not  provide  for  private  showers  or  kitchens. 

Kml>ylli.«fhinents  in  Space  of  Executive  Agencies 

GSA  has  a  much  better  record  in  controlling  excesses  when  providing  general  office  space. 
Overall,  executive  agencies'  space  alterations  were  not  embellished  with  personal  conveniences 
or  features  that  might  be  viewed  as  inappropriate  or  unnecessary  in  Government  space. 
However,  during  our  review  we  did  encounter  excq)tions  to  the  customary  level  of  space 
buildout  that  one  would  expect  to  find  in  Government  space. 
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Oakland  Federal  Buildins  and  Courthouse.  The  Regional  Director,  Department  of  Veteran 
Affairs  (VA)  office  suite  had  a  private  bathroom  with  space  for  a  shower  in  it.  The  VA  ran  out 
of  fiinds  for  the  shower.  GSA  had  regulations  in  effect  (from  1978  to  1991)  that  prohibited 
private  bathrooms  and  kitchens  for  senior  executives.  Only  Cabinet  level  personnel  were 
authorized  private  bathrooms  and  kitchens. 

Metcalfe  Federal  Building.  This  27  story  office  building  is  located  in  the  Federal  Complex  in 
downtown  Chicago. 

The  building  has  SS  areas  dedicated  to  food  service,  including: 

26  full  sized  kitchens, 

8  kitchenettes, 
19  vending  machine  rooms, 

1  snack  shop,  and 

1  food  court  with  space  for  eight  restaurants. 

The  Environmental  Protection  Agency  (EPA)  requested  and  was  given  two  full  kitchens  on  most 
of  its  floors.  Some  other  tenants  have  kitchenettes.  In  addition,  GSA  regional  management 
wanted  a  food  court  in  the  building.  The  need  for  and  number  of  eating  areas  is  questionable, 
especially  since  they  compete  against  each  other.  In  the  immediate  vicinity  of  the  building  are 
many  places  to  eat,  including  a  cafeteria  that  occupies  an  entire  floor  in  the  federal  building 
across  the  street.   GSA's  standards  do  not  permit  so  many  eating  areas. 

The  EPA  Regional  Administrator's  office  suite  has  a  mesquite  wood  floor  that  cost  almost 
$20,000.  Originally,  EPA  wanted  a  teak  floor,  but  later  felt  that  was  not  appropriate  because 
of  concerns  over  the  depletion  of  the  world's  rain  forests.  The  building  standard  floor  covering 
(carpet)  would  have  cost  about  $2,000.  EPA  reimbursed  PBS  for  the  cost  of  the  mesquite  floor. 

Centers  for  Disease  Control.  Located  in  the  Atlanta  area,  this  is  going  to  be  the  headquarters 
office  building  for  the  Centers  for  Disease  Control  (CDC).  The  building  is  currently  under 
construction  and  is  scheduled  to  be  completed  this  year. 

The  CDC  Director  and  Deputy  will  have  private  toilets  and  showers.  GSA  used  the  same 
criteria  to  design  the  executive  suite  as  the  Courts  Design  Guide  allowed  for  judges.  The 
Director  and  Dq)uty  are  members  of  the  Senior  Executive  Service.  CDC  will  pay  a  rental  rate 
that  will  recover  all  costs  of  construction  and  operation  of  the  facility. 

At  least  since  1985,  appropriation  language  discouraged  agencies  from  spending  more  than 
$S,0(X)  to  furnish,  redecorate,  or  to  make  improvements  for  Presidential  appointees'  offices. 
The  House  and  Senate  Committees  on  .^ipropriations  have  to  approve  expenditures  exceeding 
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$5,000.  We  were  told  that  this  legislation  was  passed  because  of  public  and  media  criticism 
of  some  Presidential  appointees  who  spent  large  sums  of  public  fiinds  to  fiimish  and  improve 
their  ofTices.   The  law  does  not  apply  to  the  interior  finishing  related  to  new  construction. 

In  terms  of  cost,  installation  of  private  showers  and  toilets  may  not  seem  overly  excessive.  But 
in  the  long  run,  due  to  increased  cleaning  and  maintenance,  substantial  costs  are  involved.  More 
importantly,  the  public  perception  that  such  personal  amenities  should  not  be  paid  for  by 
taxpayers  often  must  l»e  addressed  by  the  procuring  agency  since  it  is  the  last  control  point. 
GSA  should  exercise  its  oversight  role  to  assure  prudent  expenditure  of  public  funds. 

How  GSA  Charges  for  Space 

As  previously  discussed,  we  identified  several  instances  where  GSA  is  not  charging  the  Courts 
enough  rent  to  recover  the  cost  of  construction.  GSA,  as  the  owner  and  manager  (landlord)  of 
Government  buildings,  should  determine  what  the  standard  level  of  buildout  should  be. 
However,  the  Courts  Design  Guide  gives  the  tenant  latitude  to  determine  what  is  standard.  This 
places  GSA  in  the  unusual  position  of  providing  to  a  tenant  (Courts)  a  buildout  with  no  financial 
controls  in  place  to  keep  costs  down.  GSA's  own  standards  abdicate  its  cost  control 
responsibility  by  stating  that  in  case  of  conflict,  the  Courts  Design  Guide  takes  precedence. 

From  a  financial  standpoint,  the  Courts  and  agencies  have  more  incentive  to  pay  increased  rent 
rather  than  make  lump  sum  payments  for  upgrades.  This  is  especially  true  since  GSA's 
customers  do  not  sign  leases  with  GSA,  can  move  with  120  days  notice,  and  do  not  pay 
restoration  costs.  GSA  uses  "construction  ratios"  to  compute  the  rental  rates  for  special  purpose 
space.  A  ratio  is  developed  ftom  the  difference  in  costs  to  construct  special  purpose  space,  such 
as  courtrooms,  and  office  space.  The  ratio  becomes  the  multiplier  which  GSA  applies  to  local 
commercial  office  space  rates  developed  from  appraisals  to  compute  the  rental  rates  for  special 
purpose  space.   The  following  multipliers  are  currently  in  effect. 
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Category  of  Space 

Multiplier 

Courtrooms  (Authorized  prior  to  FY  92) 

1.77 

Courtnwms  (Authorized  FY  92  and  after) 

2.03 

Judicial  Hearing  Rooms 

1.72 

Judicial  Chambers 

1.30 

In  a  market  where  commercial  rents  are  low,  the  rent  for  court  space  would  be  comparably  low. 
PBS  computes  the  construction  ratios  every  five  years  from  nationwide  cost  experiences.  Since 
the  Courts  have  taken  a  more  active  role  in  recent  years  in  demanding  higher  quality  and  more 
luxurious  space,  the  construction  ratios  may  not  reflect  rapidly  escalating  construction  costs. 

If  PBS  is  to  operate  in  a  businesslike  manner  (as  the  Federal  Buildings  Fund  intended),  it  should 
recover  its  costs  on  a  building  by  building  basis.  All  buildings  should  be  reviewed 
independently  when  assessing  their  profit  or  loss.  Each  building's  goal  should  be  to  produce 
adequate  revenues  to  eventually  be  used  to  replace  it.  Private  developers  construct  buildings 
with  current  and  projected  rental  income  in  mind.  In  general,  GSA  constructs  buildings  witbLi 
fund  limitations  set  by  congressional  project  authorizations.  Regardless  of  construction  costs, 
GSA's  rental  rates  are  generally  based  on  appraisals  of  comparable  commercial  space. 

GSA  officials  recognize  that  some  buildings  lose  money  but  contend  that  they  are  offset  by 
older,  fully  depreciated  buildings  that  rent  out  at  profitable  market  rates.  We  disagree.  The 
profits  derived  from  older  buildings  should  underwrite  improvements  and  eventual  replacements 
as  the  need  arises. 

We  are  not  implying  that  PBS  should  construct  buildings  that  do  not  reflect  the  dignity  and 
formality  of  the  Judiciary,  but  that  a  common  sense  businesslike  approach  be  followed.  We  do 
know  that  courthouses  have  been  constructed  recently  within  reasonable  cost  parameters. 

PBS  should  recognize  the  uniqueness  of  courthouses  and  take  the  necessary  steps  to  charge  the 
Courts  rent  based  on  actual  construction  costs.  PBS  uses  this  approach  for  border  stations  and 
other  atypical  facilities  that  have  no  commercial  equivalent.  In  the  private  sector  rent  is  usually 
computed  based  on  return  on  investment,  plus  costs  of  ownership  and  operation,  and  a  profit. 
A  cost  iq)pn)ach  would  serve  as  a  deterrent  to  flscal  excesses  and  wasteftil  spending. 

Conclusion 

As  can  be  seen,  GSA  is  pulled  in  many  directions.  First  and  foremost,  GSA  has  responsibilities 
to  taxpayers  and  the  Congress  to  ensure  that  public  funds  are  well  spent.  Second,  GSA  wants 
to  be  responsive  to  its  customers,  whether  the  Courts  or  executive  agencies.    In  addition,  the 
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decisions  of  the  Congress  can  reset  GSA's  priorities  and  funding  allocations.  Finally,  GSA 
needs  to  take  steps  to  safeguard  its  public  image.  The  media's  coverage  regarding  the  Foley 
Square  Courthouse  project  generated  much  negative  publicity  and  portrayed  GSA  as  acquiescing 
to  the  demands  of  the  judges.  Media  articles  have  criticized  personal  conveniences  such  as 
private  showers,  private  kitchens,  private  physical  fitness  facilities,  and  the  grandness  of  private 
offices/chambers. 

In  our  opinion,  a  stronger  GSA  oversight  role  is  needed  to  ensure  that  public  funds  are  wisely 
spent.  The  Courthouse  Management  Group,  the  Time  Out  and  Review  process,  and  the  use  of 
benchmarking  are  steps  in  the  right  direction.  However,  GSA  needs  to  foster  a  more 
conservative  policy  regarding  the  furnishing  of  personal  conveniences  and  amenities.  The  Courts 
now  seem  to  recognize  that  some  items  like  private  showers,  lush  caipeting,  and  private  kitchens 
are  subject  to  public  scrutiny.  GSA  may  need  to  reassess  its  policy  of  providing  agencies  special 
amenities  and  embaiic  on  an  approach  to  construction  delivery  which  more  fully  demonstrates 
stewardship  of  public  funds. 

In  the  private  sector,  building  owners  and  tenants  negotiate  the  amount  of  alterations  (buildout) 
to  be  included  as  part  of  the  basic  rent  for  office  space.  The  agreement  often  referred  to  as  a 
tenant  work  letter  is  usually  based  on  local  real  estate  practices  and  what  the  market  will  bear. 
Work  that  a  tenant  requests  beyond  the  work  letter  is  paid  for  by  the  tenant,  either  in  a  lump 
sum,  or  amortized  in  the  rent  over  a  period  of  time  (usually  the  firm  term  of  the  lease).  The 
tenant  pays  for  the  work  environment  created  at  the  current  mailcet  rate. 

PBS  has  adopted  the  use  of  a  system  of  construction  ratios  applied  to  an  appraised  market  rent 
for  office  space  in  an  attempt  to  recover  the  costs  associated  with  building  special  purpose  space. 
That  system  does  not  reflect  actual  costs  for  a  specific  building  and  is  ineffective  in  recovering 
the  total  cost  of  construction.  It  does  not  provide  the  incentive  for  the  delivery  of  real  property 
acquisition  services  in  a  cost  effective  manner  as  envisioned  in  GSA's  current  strategic  plan. 

The  current  system  does  not  control  cost  escalation  associated  with  agency  demands  for  more 
luxurious  accommodations.  It  has  also  led  to  the  evolution  of  a  cumbersome  space  classification 
system  that  results  in  rent  bills  that  are  based  on  eleven  different  categories  of  special  purpose 
space,  three  categories  of  storage  space  and  a  category  each  for  office  and  outside  parking  space. 
There  is  no  guarantee  that  the  rent  collected  using  the  current  system  reflects  the  maricet,  and 
some  agencies  may  be  able  to  take  advantage  of  the  system  by  imposing  on  GSA  extensive 
buildout  requirements  that  they  have  determined  to  be  standard,  knowing  fiiU  well  that  they  will 
not  have  to  bear  the  fiill  burden  of  the  costs  that  will  be  incurred  to  satisfy  their  desires.  The 
normal  economic  constraints  that  would  temper  a  customer's  desires  when  it  has  to  pay  in  full 
for  everything  that  was  ordered  have  been  undermined. 


46  FOR  OFFICIAL  USB  ONLY 


278 


FOR  OFFICIAL  USE  ONLY 
Recommendations 
We  recommend  that  PBS: 

7.  Develop  a  strategy  to  control  the  furnishing  of  embellishments  and  convenience  type 
amenities  (like  private  showers,  toilets,  kitchens).  As  part  of  that  strategy,  GSA  should 
establish  a  clear  policy  on  (i)  what  it  will  furnish,  (ii)  what  will  be  reimbursable,  (iii) 
what  will  not  be  furnished,  and  (iv)  what  GSA's  oversight  role  will  be. 

8.  Re-evaluate  the  method  used  to  establish  rent  for  special  purpose  space  in  GSA  buildings 
and  determine  the  action  needed  to  implement  changes  that  would  recover  the  actual  cost 
of  construction. 

Management  Coimnents 

In  his  September  15,  1995,  reply  to  the  draft  audit  report,  the  Commissioner,  PBS  agreed  to 
take  the  corrective  action  recommended  in  the  report. 

Internal  Controls 

We  assessed  the  management  controls  (policies  and  procedures)  relevant  to  the  key  phases  of 
GSA's  construction  program.  As  noted  in  our  report,  there  are  weaknesses  caused  by  the  lack 
of  clear  guidance  or  procedures  in  some  phases,  and  by  inconsistent  adherence  to  existing 
procedures  in  other  areas.  Strengthening  the  management  control  system  will  help  GSA  to  be 
more  effective,  efficient,  and  economical  in  carrying  out  its  construction  program. 
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MEMORANDUM    FOR   WILLIAM    E.    WHYTE,    JR. 

ASSISTANT    INSp/CTOR   GENERAL    FOR   AUDITING 

FROM:  KENI^TH   R.    KfJlBROUGH 

;SSIONER^ 

WULDIlf>6^ SERVICE    \P 


SUBJECT: 


cnci 

i 


Draft  Report,  ^TTeview'W  Bidding  and  Contracting 
Practices  on  GSA's  Major  Construction  Projects,' 
Report  No.  A41560 


Thank  you  for  the  opportunity  to  review  the  subject  draft  audit 
report,  transmitted  on  August  16,  1995.   It  is  reassuring  to  note 
that  your  study  found  no  instance  of  wrong-doing  nor  improper 
actions  in  the  delivery  of  GSA's  construction  program,  and  in 
fact,  was  largely  complimentary.   Procurement  investigations 
indicated  that  selection  procedures  were  not  compromised  in  any 
way  and  have  built-in  safeguards.   Also,  virtually  all  project 
cost  increases  were  determined  justified  and  proper  with  the 
primary  issue  to  be  resolved  being  the  accommodation  of  above 
standard  requests  from  our  tenant  clients.   The  report's 
recommendations  will  be  the  subject  of  corrective  actions. 

Your  report  represents  a  thorough,  comprehensive  and  balanced 
effort  and  we  are  generally  pleased  with  its  findings.   However, 
within  several  sections  of  the  report,  there  are  instances  where 
we  believe  minor  corrections  are  warranted  or  where  editorial 
changes  are  suggested  to  more  accurately  describe  the  state  of 
the  program.   Attached  are  comments  that  should  be  considered  in 
preparing  your  final  report. 

Again,  thank  you  for  the  attention  your  office  has  directed  to 
these  important  delivery  questions.   If  there  is  a  need  to 
clarify  any  of  our  comments,  please  contact  David  Eakin,  Acting 
Director,  Business  Strategies  Division,  on  (202)  501-1726. 

Attachment 
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Cosments  on  Draft  Report: 

Review  of  Bidding  and  Contracting  Practices  on 

GSA' s  Major  Construction  Projects, 

Inspector  General  Report  No.  A41560 


1.  Page   ii,    second  paragraph,    third  dash;    and  Page   4, 
Implementation  Difficulties:      The  sentence  that  states  that  "one 
project  alone  had  over  $120  million  in  change  orders"  leaves  the 
distinct  impression  that  other  investigated  projects  had 
comparable  use  of  change  orders.   This  is  not  the  case.   A  more 
unbiased  manner  of  adressing  the  issue  would  be  to  quantitatively 
characterize  the  degree  of  change  order  usage  for  most  projects 
studied,  identifying  project  extremes  as  extremes,  rather  than 
implying  that  they  are  representative  of  the  program  as  a  whole. 

2.  Page  4,    Award  Factors:      We  take  exception  to  the  reference 
that  standardized  award  factors  are  desirable.   Interpretation  is 
left  open  that  evaluation/award  factors  should  be  identical  for 
differing  projects.   This  should  not  be  encouraged.   While  basic 
categories  of  evaluation  factors  should  and  typically  are  similar 
from  one  project  to  the  next,  the  sub-elements  and  issues  to  be 
addressed  in  responding  to  these  categories  must  be  tailored  to 
the  specific  needs  of  the  project.   Projects  involving  warehouse 
operations  should  not  be  viewed  to  the  same  criteria  as 
courthouse  designs.   Projects  in  seismically  sensitive  areas  must 
be  able  to  assess  designer  qualifications  specific  to  seismic 
design.   Numerous  other  special  project  interests/expectations 
may  also  influence  evaluation  factors/selection  criteria. 

3.  Page  5,    first  paragraph:      Again,  the  use  of  the  cited 
"example"  is  inflammatory.   It  is  not  an  example  of  the  whole;  it 
is  the  worst  case  that  was  studied.   It  is  also  associated  with  a 
project  five  times  the  size  of  typical  GSA  construction;  a 
courthouse  whose  design-build  proposal  was  not  in  compliance  with 
redefined  standard  finishes.   The  body  of  the  report  refers  to  a 
more  comprehensive  recent  analysis  of  the  change  order  process 
and  reflects  this  issue  in  a  more  accurate  and  balanced 
presentation  of  the  program  needs.   The  last  sentence  needs 
revision  to  reflect  a  characterization  of  typical  increases 
associated  with  finishes. 
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